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Abstract 
 
Extreme poverty persists in many developing countries. Pritchett (2006) contends that 3.25 billion 
people live on less than US$2 per day. One of the main claims made by researchers and the poor 
alike is that, despite poverty alleviation interventions, the poor are denied access to credit for small 
business and employment creation, and for their own consumption needs (Gaiha 2006; Joshi 2006; 
Mayoux 1995; Yunus 2007). Microcredit programs (MCP) developed by Mohammad Yunus in the 
1970s seemed to offer a solution. However, concerns have been raised that these programs are 
often used to support the middle and upper poor rather than the poorest of the poor (Hulme and 
Mosley 1996).  
 
Studies suggesting that the poorest of the poor are excluded from MCP also indicate that the 
poorest of the poor are therefore in a poverty trap (Duhs 2006; Hulme 2000; Kamal 1999; Yunus 
1999, 2003). Yet the lack of empirical evidence to support this claim indicates a need for further 
research (Planning Commission 2007; RBI 2008; Swain and Varghese 2009).   
 
This study compares six non-government organisations’ (NGO) policies with their practices of 
making loans to women in Tamil Nadu State in southern India to ascertain how loans are made and 
under what conditions women become members of MCP to identify if exclusion is present. By 
employing a participatory research methodology this study sought firsthand experiences and 
feelings of women who were members and non-members of self-help groups, and of government 
officials and NGO directors who were closely associated with the facilitation and operation of these 
self-help groups. This method provided the opportunity to explore NGO policy and practices relating 
to their MCPs.  
 
This study found that, sometimes for pragmatic reasons, caste was used by NGOs as a criterion for 
selecting members of self-help groups. Self-exclusion was also practised in many villages with 
eligible women deciding not to join the self-help group due to their own lack of education, age, poor 
health, poverty and lack of trust in the system. Despite these forms of exclusion, the growth of 
social and human capital within self-help groups enabled village women to undertake collective 
activities in the village to enhance the wellbeing of people generally. These activities effectively 
reduced exclusion and empowered women. Drawing on exclusion and social capital theory, the 
study identifies factors that might prevent inclusion of the poorest of the poor in microfinance 
programs in the future.  
 
This study has policy implications for donors, microfinance institutions and NGOs operating in 
developing countries. These relate to the manner in which self-help group members are selected 
and how those self-help groups could more effectively operate in communities, so as to increase 
social and human capital and reduce poverty. 
 
The scholarly contribution of this thesis lies in the manner in which the interrelated concepts of 
exclusion, social capital, poverty and microfinance have been synthesised. A new insight and a 
major finding from this study is that the growth of social capital in self-help groups, and its spill-over 
benefit in the community through expanded trust, creates an inclusive environment. 
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Chapter 1 Introduction 
 
“Money makes money. When you have got a little, it is often easy to get more. The great difficulty is 
to get that little” (Smith 1976 [1776]:104). 
1.1 Background   
 
Since the mid-1970s, there has been a major shift in development practice regarding poverty 
alleviation interventions that enable the poor to access credit. The microcredit poverty alleviation 
strategy has been widely adopted by policy makers and development practitioners as a principal 
means of empowerment and poverty reduction (Hulme and Mosley 1996; Khandker 2005; Remenyi 
2000; Yunus 2007). This study examines the operation of such programs – termed microcredit 
programs (MCP) – on the poor, for whom these programs were initially developed. There is a 
growing literature that suggests that the poorest are not benefitting as much as they should from 
MCP (Ghate 2007; Remenyi 2000, 2002). Indeed, scholars claim that the poorest of the poor1 are 
often excluded from access to MCP or microfinance (Ghate 2007; Hulme and Mosley 1996; 
Karmaker 2008; RBI 2005; Remenyi 2000, 2002). The purpose of this study is to examine these 
claims with particular reference to Tamil Nadu state in southern India. This study is not, however, 
an economic study of microfinance – others have attempted with varying levels of success to 
undertake that enormous task (Fernando 2006; Hulme and Mosley 1996; Joshi 2006; Khandker 
2005; Matin and Hulme 2003; Morduch 1999, 2005; Remenyi 2000; Yunus 2007). Rather, this is a 
study of people, participation, and potential exclusion. It is a study of whether the poorest of the 
poor are excluded and the various mechanisms by which exclusion may operate in microfinance 
programs. This study is an exploration of the theory associated with the establishment and 
operation of microfinance programs through self-help groups within a poverty alleviation 
intervention framework.  
 
                                                     
1 The term poorest of the poor has been used in numerous academic studies and government reports. See for example 
ADB 2000; Armendariz and Labie 2011; Cleaver 2005;Gaiha 2001; Ghalib 2011; Govt of Tamilk Nadu 2007; Halder and 
Mosley 2004; Hulme 2007; Imai, Arun and Annim 2010; Joshi 2006; Khan 2009; Mosley and Hulme 1998; Nawaz 2010; 
Ravallion 2010; Srinivasan 2009; Tesoriero 2005;  Rankin 2002; Remenyi 2000; Scully 2004. There is considerable 
disparity in the literature with Prowse (2009) and Lahiri-Dutt and Samanta (2005) using the term chronically poor, whilst 
Hermes and Lensink (2011) use the term core poor or extremely poor. According to Maes and Basu (2005) U S 
legislation defines the very poor as those living in the bottom 50% below the nationally defined poverty line.  In addition, 
Moore, Grant, Hulme and Shepard (2008) use the term poorest whilst Ravallion (2010) also refers to India’s poorest 
wealth quartile. For this research the term “poorest of the poor” has been adopted because this term has an accepted 
usage in a wide range of poverty studies and has a common acceptance by the participant groups in this research. 
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The increased need for poverty alleviation programs, particularly in developing countries, suggests 
that poverty alleviation policies of donor and recipient countries since World War II have not been 
able to solve the problem of persistent poverty. One of the main claims made by the poor is that 
they have been denied access to credit for consumption needs, small enterprise development and 
employment creation (Fernando 2006; Gaiha 2001; Joshi 2006; Mayoux 1995; Morduch 2000; 
Rankin 2002; RBI 2005; Yunus 2007). This problem was partially solved through the advent of 
programs such as microfinance and microcredit, made popular through the work commenced in 
1971 by Opportunity International (Opportunity International 2011). This method of operation was 
adopted in India by the Self Employed Women’s Association in 1972 and Muhammad Yunus in 
Bangladesh in the mid-1970s. These programs focussed on poverty alleviation and community 
development activities and provided an alternative means of access to small loans and savings 
schemes for people who would not normally have qualified for commercial loans (Sengupta and 
Aubuchon 2008). 
 
Microcredit is defined as a practice that involves the provision of small loans (a few hundred dollars 
or so) to borrowers without conventional collateral (ADB 2000; CGAP 1998; Gaiha 2001; Morduch 
1999; UNFPA 2002; World Bank 2002). MCP can include programs implemented by a government, 
NGO, MFI or community group for the participation and empowerment of community members 
(Verhagan 2001; World Bank 2000). The more contemporary term ‘microfinance’ means the supply 
of loans and other services such as savings regimes, and health and life insurance services, to the 
poor (Schreiner 2002; CGAP 2003). 
 
Because of the existence of these programs, claims were made by government agencies, MFIs and 
NGOs that credit is being extended to the poorest of the poor (ADB 2002; CGAP 1997; Remenyi 
1999, 2000; World Bank 2002). Yet, the extent to which access is provided to the poorest is 
disputed in the literature, with major studies suggesting that the poorest of the poor are often 
excluded from microcredit programs (Hulme and Mosley 1996; Kamal 1999; Martin and Hulme 
2003; RBI 2005; Yunus 1999, 2003). In India, microfinance programs are widely believed to target 
the non-poor, or the upper poor (Hulme and Mosley 1996; Kamal 1999; Martin and Hulme 2003; 
Yunus 1999, 2003). A small number of studies provide limited exposure to the factors that might 
influence omission of the poorest of the poor from such programs. Some of these factors include 
lack of land ownership, low education, reluctance to borrow and fear of being over-burdened with 
debt (Halder and Mosley 2004; Marr 2006; Sinha 2009). A lack of trust between villagers is another 
reason offered by Marr (2006). Baland et al. find that a lack of education was a significant cause for 
savings group failure, however, “women with more education, intermediate (rather than low) caste 
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status and relatives within a (self-help) group stay longer (2008:24). Himanshu et al. found that “3/4 
of agricultural workers were in the bottom two quartiles” (BPL), with caste, low literacy levels and 
poor access to land being determinants of poverty and exclusion (2011:16). In addition, Kabeer 
(2006) reports that exclusion is associated with poverty, poor health, low education, caste lack of 
land, political marginalisation and gender. However, the limited number of reported empirical 
studies on possible exclusion of the poorest of the poor women from MCP in India means that there 
is limited support for these claims in the literature (Planning Commission 2007; Swain and 
Varghese 2009). 
 
Studies suggest that microfinance programs are most likely to support the middle and upper poor 
for a variety of reasons (Hulme and Mosley 1996). The lack of access by the poorest to 
microfinance programs means that their poverty is not alleviated as quickly (if at all) as that of the 
upper 50% of the poor (Duhs 2006; Morduch 1999; Remenyi 2000). Similarly, studies on financial 
inclusion and the impact of MCPs on the poorest of the poor women are also scant (Chibba 2009). 
This lack of evidence means it is not possible to make an assessment of the targeting strategies 
and effectiveness of MCPs in achieving their stated objectives (Gaiha 2001; Kozel and Parker 
1999). Therefore, if opportunities for poverty alleviation are to be created amongst the poorest of 
the poor through access to credit, it is important to know if the poorest of the poor women are 
excluded from MCPs and, if so, what factors contribute to that exclusion.  
 
Non-farm diversification is claimed to be the main reason for rural poverty decline according to 
Himanshu et al. (2011). National Sample Survey data scrutinised by Himanshu et al. indicate that 
the non-farm sector in rural India has grown “during the past 30 years with some acceleration 
during the late 1990’s to the mid 2000’s followed by a levelling off after 2004-05” (2011:3). A 
gradual shift from farming opportunities to manufacturing services and construction and to the 
casualisation of farm labour, especially close to urban centres (Lanjouw and Murgai 2010) suggests 
both a reduction in poverty and a greater engagement by the poor and marginalised in non-farm 
employment opportunities. Himanshu (2011) in a separate study reports that the casual farm 
employees are more likely to be in the bottom two quartiles below the poverty line and thus deep in 
poverty such as SCs and STs (Himanshu et al. 2011). These new non-farm opportunities for 
inclusion in employment were not however accessible to the poorest and most disadvantaged 
segments of the population (Himanshu et al. 2011), leading some (Unni and Ravee 2007) to refer to 
the growth of employment as an “illusion of inclusiveness” (2011:18). 
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In the context of MCP, exclusion is defined as the deliberate non-inclusion through selection criteria 
designed or used by the microcredit institution or community (Matin and Hulme 2003; Yunus 1999) 
to prevent participation in MCP or other programs designed to alleviate poverty (Simanowitz 2000; 
Simanowitz and Walter 2002). It also encompasses non-inclusion in an existing program of 
assistance implemented by mature MCPs. A mature MCP is defined as one that has been 
operating for more than three years (Gaiha 2001). The concept of exclusion is reviewed in detail in 
Chapter 2. 
 
The poor are defined as those living below the poverty line (BPL), whilst the poorest of the poor are 
described as those people in the bottom 50% of people living below a country's nationally defined 
poverty line (CGAP 1997; Simanowitz 2000)2. These people are those in chronic poverty. The 
Indian Poverty Line for Tamil Nadu for 2004–5 was set at Rs441 ($A10) per capita per month for 
rural people (or Rs5352 per year) and at Rs559 ($A12) or Rs6708 per year for those in urban areas 
(GOI 2011; Indian Planning Commission 2011).  The GOI benchmark is commonly adopted for 
other studies on India and it is therefore appropriate to adopt the same benchmark for this study.  
The 61st round of data from the National Sample Survey Office for 2004/5 estimate that 28.3% of 
households in rural India live below the poverty line (GOI 2009; Imai et al. 2010) The national 
poverty line for India for 2004/5 was set at Rs 356 per month per capita (A$8.50) (GOI 2009). 
 
The available literature on poverty and microfinance suggests that the poorest of the poor are in a 
trap caused by capability deprivation (Khan 2009; Marr 2006; Sen 1999; Tesoriero 2005), exclusion 
(Hudon 2009; Kabeer 2006; Marr and Tubaro 2011) and limited social and human capital (Ansari, 
Munir and Gregg 2012; Ibrahim 2006, 2011) . Yet there is limited empirical evidence to substantiate 
this assumption. Accordingly, this research project had two central objectives. First, this study 
sought to address the gap in the literature by seeking evidence of whether exclusion exists. 
Second, the study sought to examine the stated objectives of NGO MCPs compared with their 
operations in practice, in the context of the poorest of the poor women in Tamil Nadu, India. In 
assessing the NGO selection practices and drawing on exclusion and social capital theory, this 
study then identified factors that contributed to preventing inclusion of the poorest of the poor 
                                                     
2 The poverty gap is defined as the poverty line less actual income for poor individuals as this gap is zero for all other 
citizens. This index does not account for the distribution of income among the poor (Odekon 2006). The Squared 
Poverty Gap is used to “construct a measure of poverty that takes into account inequality among the poor” (Poverty 
Manual 2005:73). This is a proportionally weighted sum of poverty gaps and “places more weight on observations that 
fall well below the poverty line” (2005:73). The Squared Poverty Gap index “is sensitive to distribution among the poor” 
and is “thought of as a measure of severity of poverty” (Datt and Ravallion 2011:5) 
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women in microfinance programs in Tamil Nadu, India. The study presents suggested changes for 
microfinance programs to address these issues in the future.  
 
Conceptually, the study derives foundational support from Sen’s (1999) capability approach (CA) as 
it relates to both the opportunities and processes of enhancing capability to diminish poverty. This 
approach incorporates established concepts including exclusion, poverty, and social capital, 
particularly as these concepts interrelate with microfinance as an intervention to alleviate poverty. 
Thus, the conceptual contribution of this thesis lies in the emergence of additional understandings 
and uses of these concepts individually and in interaction with each other, and in the application of 
any benefits that may flow from findings regarding NGO MCP policy and practice in India. This 
study adds to the existing knowledge and literature on microfinance, particularly material relating to 
the issue of exclusion of the poorest women from programs designed for their benefit. The study 
also explores the connection between the concepts of social capital, poverty, exclusion and 
microfinance, thus enabling new insights into the impact of these concepts on poverty alleviation 
policy, processes and practices employed by governments and NGOs in communities in this region. 
Microfinance programs in India might be regarded as a unique case in view of the persistent chronic 
poverty, and the special cultural and social environment in which MFIs and NGOs operate. 
However, because of the prevalence of poverty within developing countries such as India, and the 
growing use of microfinance and related development mechanisms, the findings of this study may 
be relevant to microfinance programs in other developing countries.  
 
Capability deprivation and exclusion have been widely canvassed by scholars within a framework of 
capitalist and social welfare economic development and interventions often referred to as the 
‘bottom of the pyramid approach’ (Ansari et al. 2012; Roxas and Ungson 2011). In this approach 
room for social capital growth, collective community activity, and enhanced economic development 
result from recognition that poverty is not merely a lack of income but also a lack of capability and 
social capital (Ansari et al. 2012). Scholars including London (2009) also argue that whilst “the need 
to nurture relationships and capabilities… their notion of capabilities and community well-being still 
appears to emphasise income generation and traditional remedies for poverty alleviation” (Ansari et 
al. 2012:815). The use of Bottom of the Pyramid initiatives attempt to empower communities 
through business-driven ventures with a focus on providing more employment opportunities 
complementary with Sen’s need to enhance capability (Sen 1999, 2010) through a focus on 
knowledge acquisition and transfer (Ansari et al. 2012). 
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This chapter provides an introduction to the study. Section 1.2 details the motivation for the study. 
Section 1.3 provides the context in which the research has taken place. Section 1.4 outlines the 
purposes, specific aims and objectives of the research. Section 1.5 presents details on the 
significance and scope of the study in addition to an overview of the research approach taken.  An 
outline of each chapter in the thesis is provided in Section 1.6 and a summary of the chapter is 
provided in Section 1.7. 
1.2 Motivation for this study 
 
This study is motivated by the researcher’s significant exposure to poor communities during more 
than 25 visits to remote and rural regions of India including the States of Punjab, Orissa, Bihar, 
Mizoram, West Bengal, Maharashtra, and Andhra Pradesh in the north, and Tamil Nadu and Kerala 
in the south of this vast and populous country. During the course of these visits for community 
development facilitation with one non-government organisation (NGO), the researcher had the 
opportunity to compare and contrast community and agency responses to poverty alleviation 
interventions. In particular, observations of many NGOs, microfinance institutions (MFIs) and other 
government and semi-government agencies aroused questions of a social justice nature. These 
included such questions as ‘why does so much poverty still exist?’ and, ‘why are the poorest 
seemingly overlooked?’ The need to question the efficacy of NGO and MFI policy, program 
implementation and use of donor funding evolved. Considerable exposure to poverty and the 
researcher’s understanding of the established economic benefits of MCP, if implemented in 
accordance with stated NGO or MFI policy, suggested that there might be a disconnect between 
NGOs’ and MFIs’ policies and their practices. Accordingly, this research examines both policy and 
practice to address the issue of whether or not the poorest of the poor women in rural villages of 
Tamil Nadu are excluded from participation in MCP, and attempts to add to the limited literature on 
this topic. The focus of this study is on women since they form the majority of participants in MCPs, 
with over 98% of self-help groups comprised solely of women (Planning Commission 2001). Tamil 
Nadu was selected since the researcher had considerable exposure to self-help group formation in 
that state where a high level of self-help group growth and acceptance exists (Bansal 2003; Sinha 
2009). 
1.3 Context 
 
Poverty is a major problem that has been experienced by communities throughout the world for 
many years.  In 2002, of the world's 7 billion people, 2.8 billion were living on less than US$2 per 
day whilst 1.2 billion lived on less than US$1 per day (UNFPA 2002, World Bank 2002). More 
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recent studies reveal that 3.25 billion people live on less than US$2 per day (Pritchett 2006). The 
largest concentration of the poor is in South and East Asia, with 70% of the world's poor living in the 
Asian region. Of these, according to the Asian Development Bank (ADB) (2000), over 670 million 
(79%) live in rural areas. Although definitions of poverty vary and the poverty line differs between 
countries, lack of economic opportunity, low human capabilities, low levels of security and lack of 
empowerment characterise the experiences of those identified as poor (Matin and Hulme 2003; Sen 
2000; World Bank 2002). The use of Sen’s (1999, 2000) conceptualisation of poverty as capability 
deprivation provides a useful tool in this exploration of poverty.    
 
With so many people affected by poverty, reduction in poverty has become a major goal of many 
developed and developing countries. Indeed, the United Nations World Summit for Social 
Development held in 1995 highlighted the importance of improving access to credit for rural 
producers, landless farmers and other people with little or no income.  In addition, the United 
Nations declared 2005 the International Year of Microcredit. Developed countries are currently 
focussed on achieving the Millennium Development Goals (MDGs) set by the United Nations in 
consultation with donor and recipient countries in 2000. These goals include a special focus on 
vulnerable groups, women, and disadvantaged people living on less than US$1 per day.  There has 
been broad acceptance that robust economic growth, which is both equitable and labour-intensive, 
and directed towards the poor, is a desirable poverty reduction response (Padmanabhan 2001). 
Microfinance programs have been accepted as one means of combating poverty by granting the 
poor access to credit for small investment and income generating activities (Sengupta and 
Aubuchon 2008; Yunus 2007). Financial inclusion also “enhances money management, provides 
access to finance at reasonable cost and a safe place to keep savings” according to Chibba (2009: 
215). 
 
A significant number of NGO, MFI, and government interventions have attempted to target the 
credit needs of the poor in developing countries, providing small loans and savings opportunities. 
Despite these initiatives, there is mounting concern and observation that suggest the main target 
group – the poorest of the poor – is often overlooked or excluded from access to these programs 
(Islam and Sharmin 2011; Nghiem 2003; Srinivasan 2009; Thorp, Stewart and Heyer 2005).  
1.4 Purpose 
 
This study investigates the effectiveness of microfinance programs for alleviating poverty amongst 
the poorest of the poor rural women in Tamil Nadu, India.  It also examines the extent to which 
loans under MCP are granted to the poorest of the poor, and sets out to ascertain if (and if so, why), 
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the poorest of the poor women are excluded from MCP participation.  Given that 46 per cent of the 
world’s population (and in the case of India 20% of overall population and 35% of the rural 
population (World Bank 2011)) attempts to survive on minimal incomes at or below their country’s 
poverty lines, this research deals with a fundamental issue facing a significant proportion of the 
world’s population. It will add to current practical knowledge and potentially influence changes in the 
lending and participation practices of MFI and donor bodies, in addition to further exploring the 
theoretical understanding of concepts relevant to Sen’s capability approach as this applies to 
poverty alleviation, including exclusion and social capital. The exploration of these concepts and the 
potential connection between poverty, social exclusion, and social capital in microfinance programs, 
will provide the basis for insights which can enhance rates of participation. The social capital 
notions of trust, networks, and bonding are of significant interest in the study because they are 
crucial to the formation and operation of groups and to developing the capability of people (Flora 
1998; Marr 2006).  
1.4.1 Aims and objectives 
 
This study investigates the effectiveness of microfinance programs in alleviating poverty amongst 
the poorest of the poor rural women in Tamil Nadu, India. The primary research question focussed 
on whether or not the poorest of the poor were excluded from participation in microfinance 
programs established by MFIs or NGOs. An examination of what factors contribute to exclusion and 
how these might be addressed was also conducted. This study also focussed on the impact and 
benefits of MCP on the alleviation of poverty amongst the poorest of the poor. In addition, the 
research examined the benefits derived from the participation of women in microfinance programs 
in rural India. Four sub-questions were identified for this research: 
 
 
1. To what extent, and under what conditions, have loans through microfinance 
    programs been granted to the poorest of the poor women in Tamil Nadu, India? 
2. What are the benefits of microfinance programs for village women? 
3. Are the poorest of the poor women excluded from assistance under microfinance    
    programs in Tamil Nadu, India? And if so, how? 
4. What social, cultural, business and environmental factors influence exclusion or 
    inclusion of the poorest of the poor women in microfinance programs? 
    
1.5 Significance of this study 
 
In recent years there has been a growing body of research on the impact of microfinance and its 
reputed success in the alleviation of poverty (Hulme 2000; Hulme and Mosley 1996; Khandker 
2005; Remenyi 2000; Yunus 2007). In addition to satisfying political and policy objectives of 
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governments, much of the emphasis of that research is at the program level of the intervention. It 
addresses such issues as outreach, scale, repayment rates, program management, and financial 
viability or sustainability of the microfinance institution – technical components of MCPs that are of 
growing interest to the donor community.  However, missing in much of this research are human 
components: the voices and experiences of the women3 – those who are included in the 
microfinance programs and those who do not participate for whatever reasons. The inclusion of, 
and engagement with, women who are participants or potential participants of such programs 
provides the opportunity to examine concepts that are integral to the operationalisation of MCPs. 
These concepts include social capital and social exclusion which are discussed in Chapter 2 of this 
study. For example, the narrative of women who live in poverty provides the opportunity to examine 
claims that microfinance programs develop internal support mechanisms and contribute to the 
reduction of exclusion, poverty, and vulnerability, and empower women by adding to their capability 
in a range of community activities. In addition, there is an opportunity for them to learn from each 
other during the course of making their own individual contributions. This learning may also 
contribute to potential solutions to problems that exist in their communities, solutions that will 
significantly benefit them and the wider community (Chambers 2005, 2007).  
 
This study is important because scarce donor resources are being invested in MCP for the purpose 
of alleviating poverty. Studies reveal that the number of poor in the world is increasing (ADB 2000; 
Pritchett 2006; World Bank 2002)4 and especially in India when poor farmers experience prolonged 
drought (Gaiha and Imai 2003). The potential exclusion of the poorest of the poor women from MCP 
could be a contributing factor to that growth, and a key issue for potential policy change within 
MCPs, government and non-government agencies. This research has implications for the design of 
MCP and the application of MFI and NGO community engagement policies, which could have 
significant benefits for the poorest of the poor, and could enhance donor credibility. 
 
This study is also important because ineffective MCP impacts on a variety of community 
stakeholders, including the poorest of the poor women, NGOs, MFIs, donor agencies, taxpayers in 
                                                     
3 Studies that have focussed on the views of women include Gaiha and Nandhi (2005); Garikipati (2008); Khandker 
(1998, 2003, 2005); Swain and Varghese (2009); and Thorp et al. (2005).   
4 The GOI Planning Commission constituted a panel of experts to report on the methodology for calculating the level of 
poverty and poverty lines in India. By changing the methodology and basing it on a per capita per month expenditure 
and omitting the connection with a commodity bundle of calories the new fixed poverty line is based on a level of real 
income and consumption (expenditure). The recalculation of the poverty lines resulted in an apparent reduction in 
poverty throughout India and has been under intense discussion since its introduction See Deaton  and Tarozzi 2000; 
Deaton and Kozel 2005; Deaton 2008; Deaton and Dreze 2009). GOI (2011) announced that “a final view on the 
methodology for measuring poverty in the future will be taken on the basis of the results obtained from the 2009-10 
survey” indicating that results govern the methodology.  
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donor countries, and the world community. Current thinking suggests that the poorest of the poor 
women are excluded from accessing microfinance and may continue to remain in poverty (Yunus 
1999). This thinking also infers that MFIs are not managing available funds in accordance with their 
stated objectives of targeting the poorest of the poor women (Gaiha 2001; Mishra 2001; Remenyi 
2002; Simanowitz 2000).  Donor agencies are also striving to improve the return on investment in 
poverty reduction programs like microfinance schemes (AusAID 2003; ILO 2002; UNDP 2002; 
Yunus 1999).  It is reasonable to assume that taxpayers in donor countries expect accountability 
from NGOs for effective program outcomes (ADB 2000).  In addition, the world, and developing 
countries in particular, become poorer if the poorest of the poor women are further deprived of the 
opportunity to develop and progress beyond their current circumstances. There is very limited 
research or literature that has identified the organisational and human factors contributing to the 
exclusion of the poorest of the poor women from MCP (Amin, Raj, and Topa 2003; Gaiha 2001; 
Park and Ren 2001; Remenyi 2000).  
1.5.1 Scope 
 
There are boundaries that need to be considered and acknowledged for this study.  They arise 
because of the wide and varied nature of theoretical foundations underpinning this research. For 
example, within this research, aspects of economics, sociology, politics, industrial relations, 
medicine, public health, psychology and other disciplines inform the discussion and examination. 
The research is limited to the questions posed in Section 1.4.1 which relate to benefits of 
microfinance loans, and importantly, the potential exclusion of women from self-help groups and 
poverty alleviation interventions involving the poorest of the poor women in Tamil Nadu, India.  
 
Another boundary is the geographical focus of the research. In this case, the study is situated within 
the Tamil Nadu State of India. The scope is limited to the issue of accessibility to microfinance by 
the poorest of the poor women in rural villages in Tamil Nadu, in view of the researcher’s prior 
exposure to this region and experience involving self-help groups in that state. 
  1.5.2 Research approach 
 
A number of research approaches were considered potentially suitable for this research. These 
included impact assessment approaches utilised by Hulme (2000), Mosley (1997), Morduch (1999, 
2000), and Khandker (1998). Another potential approach was the participatory learning and action 
methods of assessing the achievements of microfinance intervention. Central to impact assessment 
is the attribution of specific effects (impacts) to specific causes (interventions). In turn, these 
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approaches rely on conventional scientific methods, reasoned argument supported by theory, and 
the involvement of the clients in the preparation of documents which show the effects of the activity 
through different simple charts and diagrams (Hulme 2000). However, Hulme observes that 
problems with causality (that is, linking intervention to changes), the large amounts of data required, 
selection bias, the Hawthorne effect5 on control groups, and other contaminations of control groups, 
are not conducive to producing reliable results. Mosley (1997) maintains that gathering qualitative 
data through low impact monitoring and participatory interviews with clients is a more insightful 
approach.   
 
The chosen research method involved data collection from a variety of sources including directors 
of NGOs which operate microfinance programs, local government officials in the Block 
Development Officer’s (BDO’s) office  (similar to the Australian local government office or council 
office), self-help group members in selected villages, rural women in these villages living below the 
poverty line who were not members of a self-help group, and other community leaders (for example 
village leaders or elected panchayat6 leaders).  
 
Using the rural base of the Tamil Nadu Women's Association (TNCDW 2000), this study draws on 
the experiences of poor people with various backgrounds including the huge dalit7 population who 
are mainly landless labourers for rich farm owners (Mehta and Shah 2001; Rath 1985). The growth 
of self-help groups in this area of India suggests that they are a response by MFIs to the huge 
number of poor people in the region, in recognition of marketing opportunities to promote MCP 
amongst the poor (TNCDW 2000). Involving a range of participants from the rural villages of Tamil 
Nadu in this research provided the opportunity to obtain rich qualitative data through a series of 
focus group discussions and individual interviews. A research location map is provided at Appendix 
A. 
 
Since a significant number of the self-help group members and poorest of the poor women in rural 
villages of Tamil Nadu speak only Hindi or Tamil, local female social workers were engaged and 
trained to undertake the discussions and interviews with these women. It was considered more 
                                                     
5 The Hawthorne effect is an unavoidable bias in social science research, first observed in the analysis of behavioural 
studies in Chicago in the 1920s and 1930s. It is the process where human subjects in a study change their behaviour 
simply because they are being studied. See Landsberger (1958), Mayo (1933), Dickson (1966), and Bramel (1981). 
6 A panchayat is a village-level governance council in India. As a village body of elected representatives, the panchayat 
makes decisions on issues central to a village's social, cultural and economic life. The panchayat acts as a conduit 
between the local government and the people. 
7 The term dalit refers to the so-called untouchables or Scheduled Caste people in India. 
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prudent and respectful for women to conduct these interviews, rather than a western male who 
does not have the relevant cultural acceptance or language skills. This issue is considered later in 
this study (Section 5.8.2). Interview instruments used for these participants were translated into 
Tamil. Prior to conducting surveys, social workers undertook both a briefing and pilot exercise in the 
conduct of the interviews and self-help group discussions. A de-briefing discussion with social 
workers was conducted by the researcher at the end of each day upon return to the local office.  
1.6 Thesis outline  
 
This thesis comprises nine chapters. In the first chapter the background to the research question is 
described. This includes the need for microfinance programs and the context in which this research 
took place.  Because poverty is the major reason underlying the need for microfinance programs, 
some initial publicly available data on poverty were also considered.  
 
Chapter Two presents an overview of the literature relating to poverty, microfinance and social 
exclusion. This chapter defines poverty and explores a wide range of causes of poverty.  The 
chapter reviews theoretical perspectives of exclusion and their relationship to microfinance and 
poverty, and discusses Sen’s (1999, 2000) view of poverty as capability deprivation in addition to 
exploring the relevance of participation to the issue of exclusion. The chapter discusses inclusion 
and social capital notions of trust, bonding and networks, because these notions are closely aligned 
to the operation of self-help groups in India within microfinance programs. The chapter concludes 
by highlighting the inadequacy of current literature with respect to exclusion of the poorest of the 
poor women from microfinance programs and proposes a conceptual framework for this study. 
 
Chapter Three discusses poverty within the Indian context and highlights the Indian Government’s 
response to poverty through the intervention of microfinance programs. The chapter also provides 
background information on the research location as a context for the study.   
 
Chapter Four details the methodology and research design. The chapter describes the design 
adopted to achieve the aims and answer the questions outlined in Section 1.4.1. The methodology 
used in this study, including the processes and stages, details of the participants involved, and 
specific information about the instruments and procedures adopted for the collection of the data, is 
provided. The chapter concludes with a discussion of the ethical issues surrounding the conduct of 
the research.  
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Chapters Five and Six present the findings from the data collection phase. The findings are 
presented in two chapters since there was a clear division relating to policy and practice in the 
collection and analysis of data from the five main sources. The impact of microfinance programs on 
self-help group members is presented in Chapter Five whilst the self-help group membership 
selection process is presented in Chapter Six. Factors of exclusion, in addition to issues related to 
trust which were uncovered during the data analysis, are also presented.  Because of its 
significance, the issue of caste as it relates to the selection process is also examined.  
  
Chapter Seven discusses the findings presented in the previous two chapters. This discussion 
systematically draws on the links between exclusion, social capital, the benefits of microfinance and 
prevention of exclusion and details the responses to the research questions of this study. The 
chapter also reflects on the factors that led to exclusion which are identified in the findings and 
factors that might ensure prevention of exclusion, including possible policy and practice changes. 
 
Chapter Eight reviews the implications for theory, policy and practice of microfinance 
implementation so as to both enhance access to savings and loans regimes for the poorest and to 
prevent exclusion of the poorest from such interventions.  
 
Chapter Nine concludes this thesis. The chapter provides an overview of the study and reflects on 
the findings and suggested changes for policy and program practice that this study highlighted as 
desirable if MCP are to become more effective. Limitations to this study are noted as well as 
opportunities for future research. 
1.7 Summary  
 
This chapter introduced the background, motivation and context of the study. The chapter also 
introduced the purpose, the significance and the research approach undertaken. An outline of the 
thesis was provided. 
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Chapter 2 Theoretical framework 
2.1 Introduction  
 
This study investigates the effectiveness of microfinance programs in alleviating poverty amongst 
the poorest of the poor rural women in Tamil Nadu, India. As part of that research the question 
arises as to how women benefit from MCP and whether or not some women might be excluded 
from participation in microfinance poverty alleviation self-help groups facilitated by NGOs.  
Implications that might flow from any such exclusion from these poverty alleviation programs are 
important for governments and communities. This chapter presents theoretical perspectives on 
poverty and exclusion and their relationship to microfinance. Poverty within the Indian context has 
been addressed in Chapter 3. Section 2.2 examines the definition of poverty and the causes of 
poverty and discusses Sen’s (1999, 2000) view of capability deprivation. Section 2.3 examines the 
wide range of mechanisms that are used in practice to alleviate poverty. The notions of trust, 
bonding and networks, central to social capital, are also discussed. Microfinance is one of those 
mechanisms for alleviating poverty that is especially focussed on in Section 2.4. Section 2.5 then 
discusses the relevance of social exclusion within the context of microfinance and the factors that 
generate exclusion. The connection between self-help groups and the growth of social capital within 
the microfinance context is also reviewed in Section 2.5. The conceptual framework for the study is 
laid out in Section 2.6. The research gap in the literature is also identified in Section 2.6 and 
research sub-questions are proposed.  The chapter concludes with a summary in Section 2.7. 
2.2 Poverty  
2.2.1 Definitions of poverty   
 
The concept of poverty has occupied the centre stage of development and economic thinking for 
some decades (Green and Hulme 2005). The most common method used for measuring poverty is 
based on a person’s income (Vidyasagar 2006) and hence their ability to meet their material needs. 
This narrow materialist perspective focuses on the ability of an individual to have a stable income 
above the relevant level (the poverty line) deemed necessary. Sen maintains that “inadequate 
income is a strong predispositioning condition for an impoverished life” (1999:87). More recent 
discussion regarding poverty has, however, widened the focus from such narrow understandings to 
embrace a broader conceptualisation.  For example, Mbonda (2004) and Koubi (2004) maintain that 
poverty is a violation of human rights and is contrary to various United Nations conventions and 
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charters. Hudon  suggests that access to credit should be a basic human right since  “more than 
two billion people lack access to formal credit markets” (2009:17). Associated with that right is the 
assumption that the right to food, shelter, education and health services cannot be taken unless the 
person creates his or her own income. Access to credit therefore creates an effective instrument 
whereby the poor can achieve these other human rights. Sen (2005) asserts that human rights are 
best seen as rights to certain freedoms including the freedom to access credit. In addition, The UN 
General Assembly (1999) has re-affirmed the right to development as an integral part of human 
rights and noted that “the existence of widespread poverty inhibited the full and effective enjoyment 
of human rights” (1999:1). 
 
Poverty is a complex and multi-faceted phenomenon. Nations, large and small, have sought to 
either reduce poverty or eliminate it altogether. However, poverty has political, economic, social and 
cultural dimensions (Chambers 2007; Gruffydd-Jones 2001) and is associated with exclusion, 
inequality and discrimination, and lack of opportunity (Habibov 2011). The multi-dimensional 
aspects of poverty eradication are highlighted in the joint statement by the Council and the 
Representatives of the Governments of the Member States of the European Parliament and the 
European Commission:  
Poverty includes all the areas in which people of either gender are deprived and perceived 
as incapacitated in different societies and local contexts. The core dimensions of poverty 
include economic, human, political, socio-cultural and protective capabilities. Poverty 
relates to human capabilities such as consumption and food security, health, education, 
rights, the ability to be heard, human security especially for the poor, dignity, and decent 
work. Therefore combating poverty will only be successful if equal importance is given to 
investing in people first and foremost in health and education and HIV/AIDS, the protection 
of natural resources, (like forests, water, marine resources, and soil) to secure rural 
livelihoods, and investing in wealth creation (with emphasis on issues such as 
entrepreneurship, job creation, access to credit, property rights and infrastructure). The 
empowerment of women is the key to all development and gender equality should be a 
core part of all strategies (emphasis added) (European Commission 2005:6). 
 
The acceptance by most nations of the objectives of the Millennium Development Goals (MDGs) 
has brought a strong focus to the issue of poverty and how these goals might contribute to its 
reduction (Hulme and Shepherd 2003) through resources and policies promoting growth in poor 
communities (Kabeer 2006). Sen maintains that “the category of the poor is not merely inadequate 
for evaluative purposes and a nuisance for causal analysis; it can also have distorting effects on 
policy matters” (1981: 23). Accordingly, unless the definitions of “poor” and “poverty” are clear, well 
understood, and accepted, policy, funding and poverty reduction intervention distortions are highly 
likely (Hulme and Shepherd 2003), and they risk impacting on those for whom the interventions 
have been designed.  
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Identification of the poor has always been difficult since there is no universally accepted definition of 
poverty. According to a number of researchers (Halder and Mosley 2004; Krishna, Janson, Radeny 
and Nindo 2004; Narayan, Chambers, Shah and Petesch 2003), some of the best definitions of 
poverty come from the poor themselves. The poor identify that they depend on social relationships 
more than on material support (Narayan et al 2003). These relationships include relations with 
authorities and community organisations, gender relationships, and participation in civil society. The 
inability or unavailability of support systems to meet needs or include people in relationships is one 
of the key features of the concept of social exclusion (Narayan et al. 1999; Spicker 2007; World 
Bank 2009). Thus, poverty is not simply a lack of material resources. Being in poverty implies that 
the poor are not protected by the community or are excluded (Townsend 1979). This view of 
poverty as exclusion is reaffirmed by the Council of European Communities: 
The poor shall be taken to mean persons, families, and groups of persons where resources 
(natural, cultural and social) are so limited as to exclude them from the minimum 
acceptable way of life in the member states in which they live (Council of European 
Communities 1985:2).  
 
 The World Bank defines poverty as: 
Pronounced deprivation in wellbeing, and comprises many dimensions. It includes low 
incomes and the inability to acquire the basic goods and services necessary for survival 
with dignity. Poverty also encompasses low levels of health and education, poor access to 
clean water and sanitation, inadequate physical security, lack of voice, and insufficient 
capacity and opportunity to better one’s life (World Bank 2001:15). 
 
The United Nations has added its voice by defining poverty in the following terms: 
Fundamentally, poverty is a denial of choices and opportunities, a violation of human 
dignity. It means lack of basic capacity to participate effectively in society. It means not 
having enough to feed and clothe a family, not having a school or clinic to go to, not having 
the land on which to grow one’s food or a job to earn one’s living, not having access to 
credit. It means insecurity, powerlessness and exclusion of individuals, households and 
communities. It means susceptibility to violence, and it often implies living in marginal or 
fragile environments, without access to clean water or sanitation (United Nations 1998: 
Para 3). 
 
Numerous studies have elaborated on the World Bank’s definition of poverty by identifying the 
groups in society who are impacted by the condition. The inclusion of widows, households headed 
by women, and households with disabled adult male members have been useful in identifying 
further groups who are exposed or vulnerable to poverty. Rahman and Razzaque (2000) assert that 
the definition used by the World Bank needs to be addressed multi-dimensionally and should 
include indicators of income, occupation, housing and household dependency. Others (Sen and 
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Begum 1998) support this approach and highlight additional characteristics, including land 
ownership, as well as region and ethnicity, as being worthy of inclusion.  
 
Poverty is therefore a concept open to wide interpretation, and is subject to political and ideological 
undercurrents (Strier 2009). According to Adcock, “poverty is inherently a contested concept” 
(2006:4). Further, poverty receives a high degree of legitimisation due to its persistent and 
sustained presence (Hickey and Bracking 2005). In development discourse, poverty is often 
exclusively defined as income deprivation (Bernardo 2005). The development “focus has been 
mainly on the generation of economic growth” according to Dreze and Sen (2002:36). In addition, 
according to Green and Hulme, “the concept of poverty as constituted through development 
discourse is not at all self-evident, ranging from a relatively straightforward notion of income poverty 
to more recent philosophically informed meanings encompassing individual capabilities and 
freedoms” (2005:867).  These more recent considerations of capabilities and freedoms are derived 
from the seminal works of Amartya Sen who, according to Ravallion and Chen (2011), argues that a 
person’s capabilities should be seen as absolute as a poverty measurement (Sen 1983, 1985). 
 
The simple and direct definition of poverty, according to Sen, incorporates the basics of human 
existence. Sen defines poverty as the inability “to meet nutritional requirements, to escape 
avoidable disease, to be sheltered, to be clothed, to be able to travel, and to be educated” 
(1983:159). Accordingly, identification of those who live in poverty involves a range of factors (Sen 
1981, 1999). Although definitions of poverty vary and the poverty line differs between countries, 
lack of economic opportunity, low human capabilities, low levels of security and lack of 
empowerment characterise the experiences of those identified as poor (Sen 2000; World Bank 
2002). Dreze and Sen add that “poverty is ... ultimately a matter of capability deprivation” (2002:36) 
and for the purposes of this research this definition will be adopted. Capability deprivation led Sen 
to develop a framework for challenging poverty which he called the Capability Approach (CA) 
(2002). CA conceptualises inequality as a lack of capability and hence in order for people to acquire 
those capabilities that will assist them to enhance their wellbeing, including economic status, their 
human capital needs to be improved (Sen 2004, 2010). Education through training or knowledge 
transfer generates new opportunities for individuals and communities (Stiglitz 2011) and is a 
valuable component within the conceptual framework since education expands the freedoms 
people enjoy (Krishna 2010). Education can also play a role in enhancing trust (Rankin 2002) and 
breaking down barriers to inequality (Ayres and Simon 2003).     
 
 
31 
 
According to Lebmann “poverty as capability deprivation means that a person’s achievement level 
is lower than a minimal standard and that this person’s opportunity to escape poverty is very limited 
in the sense that a bundle of functionings above all poverty lines is not in that person’s reach” 
(2011:442). This means that a person’s ability to achieve is limited and also that the person’s 
opportunities to use those skills that they possess have been restricted. According to Mehta and 
Shah “accumulating capital through the application of their human capital in the labour market is 
very difficult as, with their low levels of education, most severely poor people are dependent on 
poorly paid, high drudgery irregular casual employment” (2003:492). Education, (human capital) 
according to Sen and Dreze (1999), is connected to CA in a variety of ways. Education can raise an 
individual’s awareness and increase productivity, employability, income, and ability to influence 
choice and articulate demands and criticism of poor public policy (Sen 1993, 1999, 2004). 
Education as human capital can also contribute to the breakdown of discrimination in communities 
and between communities and increase the bargaining power of the deprived and excluded (Ayres 
and Simon 2003; Sen 1990). Education and the creation of a learning society can therefore have a 
valuable impact on the development of capabilities and be the primary source of growth of social 
and physical infrastructure in communities (Stiglitz 2011). In addition, according to Krishna, Sen’s 
capabilities are regarded “as the substantive freedoms people enjoy for leading lives they have 
reason to value” and hence, low education limits freedom (Krishna 2010:353).  
 
According to Tiwari (2007:173), Sen developed CA from an entitlement framework which he “used 
to explain starvation and famines” and to show “that a person will be exposed to starvation if his/her 
exchange entitlement does not contain any feasible bundle, including food, to sustain life”. The CA 
is however a broader framework proposed by Sen (1985, 1987, 1990, 1993, 1999, 2000), for 
identifying and evaluating poverty, inequality, individual wellbeing, and social interactions. Sen 
posits that individuals have a set of functionings that enable them to engage and utilise their skills, 
human capital and resources (capabilities). Capabilities are what people are free to do whilst 
functionings are what they do (Sharma, Dwivedi and Seth 2011).  In this framework, because they 
“expand the real freedoms that people enjoy” (Sen 1999:1), opportunities or instrumental freedoms 
help achieve the functionings, the real substantive freedoms (Tiwari 2007). However, Alkire (2003), 
Robeyns (2005) and others have noted that there is often an overlap between capabilities and 
functionings. Despite this potential for overlap, the CA provides a useful tool for examining and 
assessing poverty, inequality and wellbeing (Robeyns 2005; Tiwari 2007).  
 
In Sen’s capability framework, poverty has two aspects: opportunity and process. The focus in 
extant literature is more commonly on opportunity and how the capability set can be broadened; 
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process is under-examined (Lebmann 2011; Robeyns 2005). Tiwari notes that “there is a need to 
examine and research a policy interface and process that can improve the ... situations of the 
poorest households” (2007:188). CA provides a framework for conceptualising inequality as a lack 
of capability, and for conceptualising wellbeing as the presence of valued capabilities. CA does not 
however explain injustice, inequality, or wellbeing (Robeyns 2005), and cannot adequately deal with 
the process aspect of freedom since “capabilities are characteristics of individual advantages” (Sen 
2004:336), and capabilities cannot reveal details about “the fairness or equity of the processes 
involved, or about the freedom of citizens to invoke and utilize procedures that are equitable”.    
Sen explains this alleged shortcoming in the following way: 
Freedom is valuable for at least two distinct reasons. First, more freedom gives us more 
opportunity to achieve those things that we value, and have reason to value. This aspect of 
freedom is concerned primarily with our ability to achieve, rather than the process through 
which that achievement comes about. Second, the process through which things happen 
may also be of importance in assessing freedom (2004:585). 
 
Sen explains further that whilst capabilities and the opportunity aspect of freedom are important, 
they have to be “supplemented by considerations of fair processes and the lack of the violation of 
the individual’s right to invoke and utilise them” (Sen 2002:338). Accordingly, process aspect of 
freedom might offer a bridge between poverty and capabilities in which capabilities might be seen 
as enhancing the skills and understanding of inclusion and participation in the fair process aspects 
of freedom.   According to Fukuda-Parr, “development can expand capabilities and thus enlarge the 
freedoms people have to lead valuable and flourishing lives” (2011:123).  This is precisely the 
theme encapsulated in Sen’s Development as Freedom (1999). The primacy of people in the 
process of elevating the poor from poverty to a higher level of development, and their participation 
in this process, are central to the Capability Approach (Fukuda-Parr 2011).  
 
Integral to this process however is the assumption that individuals, of necessity, may need to have 
the collective capability to carry out activities and achieve states of being that would not be 
achievable or possible when acting alone (Ballet, Dubois and Mahieu 2007). The collective 
capability depends upon social interactions of various personal capabilities united (and thus not 
excluded) for the common purpose, such as community programs to alleviate poverty (Ibrahim 
2006). The issue and process of collective capability is not addressed by Sen. The CA is dealt with 
by Sen on an individual basis since freedom is defined and interacts within the capability structure 
of the individual. The notion of agency, however, has been advanced by Sen (1985) as the 
individual’s freedom to pursue goals and objectives other than those of self-interest and increases 
the range of freedoms open to the individual (Ballet et al. 2007). Agency, according to Kabeer 
(2010), provides women with the voice within to influence, empower, and be part of transformations 
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in the community. In addition, collective capability may give voice to collective agency which derives 
its strength from the joint participation of individuals who act collectively in a group with similar goals 
especially those who live in poverty (Ibrahim 2006). However, the inability to obtain commodities 
(due to lack of income), and other structural issues such as gender and caste (Kabeer 2010) 
necessarily reduces an individual’s capability to effectively participate in society (Oxoby 2009; 
Woolcock 2004) and hence increasing an individual’s access to capabilities through education 
(Saito 2003) is closely tied to equality of opportunity (Oxoby 2009). Whilst structural issues may not 
be solvable through education, increased awareness by men for instance of gender issues in 
poverty interventions will provide a useful start for change (Kabeer 2010). There is a need, 
however, to understand the causes and extent of poverty since exclusion and a lack of freedom are 
prominent features of life for those who experience poverty and deprivation (Council of European 
Communities 1985; Dreze and Sen 2002; Sen 1999, 2000).  
2.2.2  Extent of poverty globally and effects of poverty 
 
Poverty is a major problem that has been experienced in its many different forms by communities 
throughout the world for many years, as noted in Section 1.3. According to Pritchett (2006) 3.25 
billion of the world’s population live on less than US$2 per day. For the first time ever, the majority 
of the world’s population live in cities (World Bank 1999). However, the majority of the world’s poor 
live in rural areas (World Bank 2008) without adequate educational facilities, water supply, 
sanitation, electricity and basic infrastructure (Pritchett 2006). In India according to GOI Planning 
Commission (2011) data 21.9% of the population live below the poverty line. This equates to 270 
million people. Of more importance is the rising level of inequality detected in a study by Datt and 
Ravallion (2011). The study finds evidence of a clear rising trend in inequality within both rural and 
urban areas due in part to higher overall income growth.  
 
Hunger has been recognised as a major effect of poverty. The nutritional intake approach has been 
studied at length by development researchers (Jha 2009; Jha et al. 2011), and found to provide a 
valuable basis for discussion of poverty. Jha (2002; Jha et al. 2009) claims that the lower the 
nutrient intake the poorer the individual, because the weaker workers are, the less they produce 
and therefore receive in wages. Jha et al (2012) argue that the remote villages are subject to 
reduced benefit transfer from welfare schemes and therefore suffer from nutrition-poverty traps 
despite the existence of NREGS (Jha et al. 2009). Levels of nutrient intake (calculated in terms of 
calories consumed per day), have also contributed to the setting of poverty line levels in various 
countries. For example, Mehta and Venkatraman (2000) make the point that if the standard and 
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accepted 2,400 calorie level per person were used in India, then 75% of the rural population would 
fall below the poverty line. In addition, Radhakrishna et al. (2006) found that about 13 – 15 percent 
of the population (roughly half of the poor) are chronically poor or regarded as the poorest of the 
poor.  
2.2.3 The causes of poverty 
 
Literature on poverty suggests that the causes are varied (World Bank 2008). In his critique of 
capitalism, Marx (1867) described how human history had progressed through a series of 
developmental stages, from ancient slave society through feudalism to capitalism and would finally 
end in working class rule. In each stage a dominant class used its control of the means of 
production to exploit the labour of a larger class of workers (Brewer 1984). Additionally it is argued 
that capitalism has caused repression of workers, social alienation, economic inequality, 
unemployment, and economic instability (Brander 2006). Sen (2000) reflects on Marx’s view that 
the enhancement of freedom is an important factor motivating economic and social change. Marx 
emphasises the importance of “replacing the domination of circumstances and chance over 
individuals by the domination of individuals over chance and circumstances” (Marx and Engels 
1846:190). Domination of individuals has inevitably led to an uneven distribution of wealth resulting, 
for some, in a downward spiral of deprivation into poverty (Sen 1999, 2000). In addition to being 
created by repression, economic and social inequality, economic instability, social alienation and 
unemployment, poverty is further perpetuated by factors which include exploitation (a lack of 
freedom), vulnerability (due to a lack of human capital) and limited opportunity or exclusion from 
those opportunities that do exist (World Bank 2008). 
 
The causal factors for particular instances of poverty can vary from a single set-back or a series of 
setbacks to a family, such as a death in the family, or other issues related to health and health-
related expenses, high interest costs on private debt, and in India, customary expenses such as 
dowry (Krishna 2003). Commonly, the causes of poverty are associated with a lack of income due 
to limited job opportunities, poor or no education, gender discrimination, and lack of services or 
facilities in remote localities (Rao, Miller, Wand and Byrne 2009). According to Sen “low income is 
clearly one of the major causes of poverty” (1999:87). Other causes include a long list of factors 
which, on their own, are hurdles for individuals and families, but when combined, have a tendency 
to drag people into a downward spiral of misery (Kapoor and Ojha 2006). Rural households face a 
broad range of risks and crises, including natural, life cycle-related, health-related, economic, 
social, political and environmental circumstances, in addition to those issues related to poor 
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infrastructure due to remoteness (Moodie 2008). This risk profile of the poor, coupled with 
vulnerability to discrimination, corruption, exploitation, marginalisation, gender bias, social 
stratification (such as castes in India), and landlessness, means that the poor face a daily challenge 
to survive (Dreze and Sen 2002; Moodie 2008).  In other words their freedoms from various types of 
deprivation have been severely limited and restricted by their culture, caste, gender and 
environmental and geographic location (McDonald 2006). 
 
Much of the research into survival techniques has focussed on material deprivation: the poor are 
identified as being in households with very limited income and falling below the poverty line (Parker 
and Kozel 2007). However, the causes of that material deprivation, according to Sen (1999) result 
from a combination of long-term structural disparities in opportunities and resources, and 
adversities such as lack of a range of freedoms, which may occur to any people, not only those 
already in vulnerable circumstances (Parker and Kozel 2007). The World Bank research publication 
“Voices of the Poor”, presents a major study based on interviews of over 60,000 participants in 71 
developing countries using a consistent instrument and participatory approach (Narayan et al. 2003; 
Spicker 2007; World Bank 2009). It reports the concerns and feelings of the poor in their own 
words, and identifies a number of recurring themes.  
 
The poor in the World Bank study identified that they experienced precarious livelihoods because of 
a struggle to maintain a minimum level of subsistence, and because of their vulnerability to change 
(Narayan et al. 2003; World Bank 2002). They also suffered from exclusion because of the 
geographic location and social organisation of their communities. Poor physical health caused by 
hunger, inadequate health education and remote health services was a core feature of reported 
poverty which reduced the value of individuals’ principal assets – their bodies. Gender relationships 
– an aspect of social relationships – were a major concern since in most developing societies 
women are disadvantaged (through poorer health and education, domination, or through limited 
employment opportunities) and consequently they are more likely to be vulnerable to poverty. The 
feminisation of poverty was also reported as a significant and continuing concern by participants 
and one requiring further research (Spicker 2007). Problems in social relationships were also 
identified as major concerns, since an important element of poverty is the lack of freedom to 
participate in society or the vulnerability to exclusion due to that lack of freedom and hence 
voicelessness. 
 
The lack of freedom and the lack of security, including the inability to feel protected and the inability 
to avoid harm when one is vulnerable, were also raised by the poor in the World Bank report as a 
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recurring theme in addition to the fear of abuse by those in power. In addition, the disempowerment 
by institutions (e.g. government and police) caused resentment as services were perceived to be 
inadequate. Weak community organisations, unable to confront or withstand the power and position 
of officials, were identified by the poor as an impediment. Further, limitations on the capabilities of 
the poor, a general theme identified by them, reflected their limited capacity for collective response 
due to a lack of social and human capital (Narayan et al 2003; Spicker 2007), although Cleaver 
(2005) argues that social capital of itself does not provide the poor with agency. As a consequence 
of the wide variety of contributing causes of poverty, mechanisms for alleviating poverty have a 
diverse policy and practice orientation. Some of the most important of these are discussed in the 
next section. 
2.3  Mechanisms for alleviating poverty 
 
Whilst this study has adopted a definition drawn from Sen (1999) of capability deprivation for 
examining poverty and for examining the potential avenues for alleviating that poverty, the wide 
range of policy recommendations that have been used in attempts to reduce poverty are worthy of 
examination in view of their potential to contribute to the capability discussion. The main 
mechanisms for alleviating material poverty include the social welfare model or social safety net 
typically utilised by developed world states, and direct financial and food aid. These two 
mechanisms are, however, policy or development levers that are not being actively pursued in this 
study. Depending on the characteristics of the poverty to be alleviated, agency, social capital 
growth, and finally the microfinance mechanism for creating and sustaining social embeddedness 
are other available mechanisms. These mechanisms potentially offer varying levels of growth in 
capability for people who have aspirations to remove “obstacles in their lives so that they have more 
freedom to live the kind of life that ... they have reason to value” (Robeyns 2005:94). These 
mechanisms are examined in the next sections.    
2.3.1  Social welfare safety net option 
 
Most developed countries have established legislative provisions whereby the poor, unemployed, 
and disadvantaged in the community are provided from taxation by the state, with various measures 
of support including income, housing, health services, and education and training to enable them to 
survive (Ortiz 2007). The aim of these provisions is to support individuals, and stimulate the 
economy through targeted welfare payments and replace with individual choice preferences to be 
made by the recipients (Sen 1979; 1984). Another means of support for the destitute includes the 
direct support process which is discussed in the next section. 
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2.3.2  Direct financial aid and food aid  
 
In addition to the welfare policy mechanisms noted in Section 2.3.1, other strategies have been 
developed by both developed and developing countries to respond to natural and emergency 
disasters and thus alleviate immediate poverty (Weiss 2008). These include attempts to transfer 
resources as part of a combined global or regional response to a famine, drought or natural disaster 
such as flood or earthquake. Such resources include food, utensils, short-term housing, water, and 
finance, through grants or loans, to re-establish their small businesses.  Often these responses are 
part of a short-term transfer of resources to individuals, households and communities caught in 
unforeseen circumstances that have deprived them of choice and their accumulated savings, 
assets, and livelihoods (Barrett and Swallow 2006). In India for example, a government system of 
food stamps exists to enable the poorest to access free food from designated suppliers. In addition 
a work scheme operates giving participants 100 days of work for guaranteed minimum wages.8 
Participation in both emergency and long-term development interventions provides individuals with 
opportunities to improve wellbeing through inclusive interaction, skill-sharing and partnership 
building. These aspects of poverty alleviation strategies are discussed in the next section. 
2.3.3  Participation as a means of inclusion and poverty alleviation  
 
A social environment in which limited participation is permitted creates the possibility that, within 
societies and communities, there are people whose talents and skills are wasted, who are 
powerless, rejected, and not consulted, and who do not have access to decision-making processes 
(Shortall 2008; Silver 1994). Shared community information and trust provide opportunities for 
acceptance, involvement, and re-integration through job contacts, association with community 
members or credit availability ((DasGupta 2005; Janssens 2009; Khan, Rifaqat and Kazmi 2007; 
Sanyal 2009;Silver 1994). These attributes also provide wider freedoms and thus agency to initiate 
activities (Ibrahim 2006). Agency, according to Ballet et al. (2007), and noted by both Sen (1987) 
and Giddens (1998)9, “indicates the individual’s capacity for action” (2007:192). The ADB (2003) 
and Sen (2000) report that exclusion from participation has the most significant negative impact on 
                                                     
8 The National Rural Employment Guarantee Act (NREGA) (later renamed the Mahatma Gandhi National Rural 
Employment Guarantee Scheme MGNREGS) provides 100 days employment for unskilled workers who want to work at 
the statutory minimum wage rate on public works projects, mainly of an infrastructure nature. The program is financed 
from general central taxation revenue and managed by local District and Block administrations. 
9 It is acknowledged that a wide range of literature exists on social exclusion. ‘Third Way’ authors led by Giddens (1988, 
2000) and past UK political leaders focus on political initiatives as a solution to exclusion. This thesis however focuses 
on social exclusion from the perspective of development studies literature.  
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the dignity and self-esteem of individuals, and also on the exposure to capability-enabling 
opportunities. Prevention of participation reduces exposure to activities and environments that have 
the ability to enhance knowledge and capabilities – even through minor involvement and exposure 
(Dreze and Sen 2002; Sen 2000; Stewart 2005). Preventing people from participating in political 
activities or from participation in community meetings, are two examples. The poor may also “be 
excluded from wider participation in society because of their relative resource and income 
disadvantage” (Chronic Poverty Research Centre 2010:1). In addition, exclusion may also cause 
deprivation when, for example, technology reduces the need for labour, or the communal land 
previously used for crops is sold for commercial development and gain (Hicks 2009). However, 
participation will not by itself alleviate poverty. 
 
Participation in circumstances which weaken the impact or effectiveness of collective (community) 
action highlights a distinction between participation as an end, or as a means to a longer term 
objective (Gaventa 1998) since collective action generates long term benefits for communities. In 
the same way, it is possible to draw a similar distinction when linking participation and social 
exclusion (de Haan 1997). De Haan makes the point that social exclusion, or being prevented from 
participating, encompasses situations where individuals and/or groups may be wholly or partially 
excluded from full participation in the society in which they live. Consequently, engendering a sense 
of participation and the growth of agency and freedom to pursue goals can be regarded as a 
potential solution to the problems of exclusion and hence poverty. One approach along this line is 
the MGNREGS in India providing poor people with a minimum of 100 days work on public works 
projects (Dutta and Ravallion 2012). Another way of viewing participation is as a vehicle to enable 
the excluded to act individually or collectively to redress the problems that they face (Gaventa 
1998). If participation is used as an antidote to exclusion, the excluded will regard their new 
involvement and contribution as part of the solution to their problems (Gaventa 1998). Whilst 
poverty may exclude people from participation (Hicks 2009; Kantor 2009; Salais 2007; Sen 2000), 
participation enhances the development of social capital and nurtures inclusion. Shortall argues that 
“social capital relies on social inclusion: it cannot develop if people are unwilling or unable to 
participate” (2008:457). “Human agency” according to Sen (1999:18) lies at the heart of any self-
help activity because people have the choice to participate for their own personal benefit or for the 
wider benefit of the community (Ibrahim 2006). Likewise, the World Bank Development Report 
notes that “increasing women’s individual collective agency produces better outcomes, institutions, 
and policy choices” (2012:148). 
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In this study, participation and the growth of social capital are closely related. The issue of utilising 
social capital to enable the excluded to both participate and develop is important. Through the 
creation of social capital people unite and work together, generating mutual learning and a 
collective participation that gains credibility in the community. It is in this context, for example, that 
microfinance self-help group members in villages impact not only their own household activities, 
such as their endeavours to lift themselves out of poverty, but also the broader community, through 
their small business activities (Chowdhury, Mosley and Simanowitz 2004; Mosley, Olejarova and 
Alexeeva 2004; Mosley and Rock 2004; Sen and Dreze 1999; Swain and Varghese 2009). 
However, attempts to overcome social exclusion are not always successful. Structural or externally 
imposed exclusion is typically beyond the ability of the local community to manage or overcome 
(Daly and Silver 2008; Pearce 2001; Schurmann and Johnston 2009). Participation does not occur 
without there being in place active processes to ensure inclusion, and hence a rejection of 
exclusion (Shortall 2008). 
2.3.4  Building social and human capital through social interaction 
 
The origins of the concept of social capital are sociological (Bourdieu 1977; Coleman 1988; Flora 
1998; Quibria 2003). The concept has since been supplemented by its revision and application to 
practical economic issues experienced by people for both individual and communal betterment (Ito 
2003; Kay 2005) through civic engagement (Bourdieu 1977, 1983, 1986; Coleman 1988, 1990; 
Putnam 1993, 2001), association (Putnam 1993, 2001), networks and bridging (Burt 2000; Lin and 
Ao 2008; Portes 1998 ; Woolcock 1998, 2001) and the trust and reciprocity school of social capital 
thought (Fukuyama 1995; Putnam 2001; Uslaner 2002).  In particular, the study of the concept of 
social capital has usefully revealed that people are more likely to give thought and attention to those 
issues which have more practical application to their own survival (Rankin 2002; Sanyal 2009). In 
the case of poor people in developing countries for example, this includes gathering women into 
groups to access loan funding (that enables small business start-ups), and engaging in commercial 
activities for the purposes of generating income and economic growth (Krishna 2003; Sanyal 2009).  
Social interactions and participation in society contribute to the alleviation of poverty. Those 
interactions can, in various measures, create social networks, foster trust, generate enhanced 
human capital, maintain norms, culture and traditions, and influence economic and social outcomes 
if people are permitted to fully participate (i.e. are not excluded) (Rankin 2002; Sanyal 2009; 
Woolcock 1998). “In recent times theorists have pointed out the mainly positive role of interactions 
and the outcomes that result from the participation of people in making communities work (Daly and 
Silver 2008). This is despite the existence of a “dark side” of social capital (Daly and Silver 
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2008:555) and despite the diverse origins of the individual ideas that contribute to social capital 
theory (Narayan 2002; Rankin 2002). “In recent times theorists have pointed out the mainly positive 
role of interactions and the outcomes that result from the participation of people in making 
communities work (Daly and Silver 2008). This is despite the existence of a “dark side” of social 
capital (Daly and Silver 2008:555) and despite the diverse origins of the individual ideas that 
contribute to social capital theory (Narayan 2002; Rankin 2002).  For this study, Putnam’s (1993) 
definition is most appropriate to consider in view of its relevance to MCPs, and its clarity through 
simplicity. Putnam defines social capital as “features of social organisation, such as trust, norms 
and networks that can improve the efficiency of society by facilitating coordinated actions” 
(1993:167). 
 
The concept of social capital has been subjected to close scrutiny by sociologists and economists in 
recent decades. Social capital has been demonstrated, in the main, to be a valuable community 
asset which is not removable from the community. Indeed, social capital is such a strong 
community asset that it tends to appreciate in value over time (Flora 1998; Morris, Woodworth and 
Hiatt 2006; Narayan 2002), and with use, because of the deepening of trust, strength of bonding, 
and growth of networking and reciprocal arrangements (Dasgupta 2005; Joshi 2006; Ostrom 1999). 
 
Putnam (2001), Portes (1988), and De Filippis (2002) suggest that the wider application of social 
capital in a community will not be uniform, since communities comprise individuals with inherent 
cultural, gender, and class distinctions which potentially lead to exclusion (as mentioned 
previously). Not all members of society benefit from embedded social capital, just as not all 
members access the same financial, physical, cultural and human capital opportunities for various 
reasons (Briggs 2004; Light 2004; Rohe 2004; Vidal 2004). A variety of capital forms are identified 
in Table 2.1 taken from Light (2004:146). Whilst the forms of capital have a wider application, the 
purpose of this table is to demonstrate in a simple way the various capital assets accessed and 
possessed by village people.  
 
Table 2.1 Forms of capital 
Form of capital How identified 
Financial Money available for investment                                                             
Physical   Real estate, equipment, infrastructure                                                   
Human Education or training that increases productivity on the job                   
Cultural High cultural knowledge that can be used to the owner’s advantage    
Social Relationships of trust embedded in social networks                               
Source: Light 2004: 146 
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Sen’s seminal research maintains that social exclusion (i.e. the lack of social interaction) results 
from capability deprivation, including specific forms of exclusion from labour and credit markets 
(Saunders et al. 2007; Sen 2000). Sen regards poverty, and chronic poverty in particular, as multi-
dimensional, with poverty featuring as deprivation of capabilities in addition to lack of income. 
These capabilities include education, health, human and civil rights, and association. Further, 
because women are often excluded from access to these services and rights, or are denied 
opportunities to participate in them, their accrued social and human capital is minimal (Bosher, 
Penning-Rowsell, and Tapsell 2007; Hulme and Shepherd 2003; Kumar 2007). Thus, Sen (1999, 
2000) argues that social inclusion relates to a wide span of life activities and capabilities that most 
people employ or experience to participate in society in ways that they value. Inclusion and 
participation within groups of poorest of the poor women is important since it is through such 
membership that their social capital grows, as they become more capable and less prone to poverty 
(Sen 2000). The inclusion and participation of people in groups, in which the features (enunciated 
by Putnam 1993, 2001) of trust, bonding and networking might emerge within an inclusive 
environment, facilitates a diversified stock of social capital (de Haan 2001; Saunders et al. 2007; 
Sen 2000). These features are considered in detail in Section 2.3.5 because of their relevance and 
importance to this research as central features in the lifecycle and growth of poverty alleviation 
measures for the poorest of the poor. 
2.3.5 Development of trust, bonding and network mechanisms  
 
Other scholarship has reflected upon the usefulness and relevance of social capital within the 
community by examining the concepts of trust, bonding, linkage and integration under an umbrella 
of social inclusion (DasGupta 2005; Janssens 2009; Khan, Rifaqat and Kazmi 2007; Sanyal 2009; 
Woolcock 1998, 2001, 2004). Previous discussion noted that social inclusion is not an antidote for 
social exclusion, partly due to the existence of unfavourable inclusion. However, trust, bonding and 
linkage (defined by Woolcock (2004) as group loyalty or honesty, strength of association, extra-
community networks, and intra-community ties) provide the basis for advances in wellbeing within a 
community (Flora 1998). As a concept, social capital is central to a social inclusion agenda as it is 
regarded as a way of building empowerment, wellbeing, and community development toward an 
improved civil society (Skinner, Zakus and Cowell 2008).  
 
The creation and preservation of trust within groups is one aspect of social capital that has been 
extensively researched and reviewed by scholars (Fukuyama 1995; Ostrom and Ahn 2009; Uslaner 
2002, 2003, 2004). Trust, according to Khan et al. (2007), creates social cohesion and gives 
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meaning to and sustains a network of people. Dasgupta (2005:9) states that “trust is the key to 
cooperation” and what scholars have claimed to be social capital is more appropriately viewed as a 
means of creating trust. The asset of trust is embedded in relationships that facilitate action among 
people, including the passing of knowledge and resources from one person to another. It is a 
component of social capital and may accumulate or indeed flow through an inclusive network 
framework (Coleman 1988; Fukuyama 1995; Uslaner 2002). Trust increases performance by 
enhancing commitment and fosters a closer bonding between individuals in the group or 
association. Social interactions that develop as a result of growing trust manifest in personal 
relationships as relational dimensions such as respect and trustworthiness (Dasgupta 2005; Morris 
et al. 2006; Woolcock 1998).  
 
The notion of bonding within the concept of social capital may denote closer ties between family 
members, friends, or neighbours. In contrast, bridging takes place between more distant 
associates, colleagues or between communities and is more outwardly focussed (Dasgupta 2005; 
Flora 1998; Khan et al. 2007). Bonding within self-help groups, and thus between women, is 
potentially important within the context of this study given self-help groups in rural India are 
predominantly comprised of women. It is suggested that these self-help groups contribute to the 
collective good of the group (Burt 2000), and the community, through the spirit of inclusion, 
bonding, and mutual support that develops within the group (Anderson et al. 2002).  
 
Networks expand the notion of bonding according to Lin (2001) and Burt (2001). Whilst bonding 
brings people together and causes them to share concerns and potential solutions to community 
problems, networks provide additional reach for them to tap into information, resources, and 
enhanced external quality relationships to solve their problems or open doors to new opportunities 
(DasGupta 2005; Lin and Ao 2009). Lin and Ao further maintain that “there is a general tendency for 
social networks to be formed among individuals who have similar socioeconomic characteristics or 
resources” (2009:113).  However socioeconomic standing alone does not account entirely for an 
individual’s social capital or capacity. Membership of organisations and association with others may 
add value to an individual’s social capital (Lin and Ao 2009). Additionally, Burt (2001) notes that 
there are people who occupy ‘space’ between networks who, whilst not actually members of any 
specific network, act as filters of information and social resources and thus become important 
conduits of social capital and of resources, contacts, information and services. Burt (2001:34) 
describes these spaces as “structural holes” that exist between social networks. Granovetter (1973) 
refers to the people and actions occupying this space as bridges. In the Indian context an Elected 
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Panchayat Leader (EPL) or NGO facilitators might be useful examples of people occupying the 
structural holes between networks. 
 
In the Indian context, research by both Krishna (2002) and Baker (2005) indicates that communities 
benefit from both close bonding and loose bridging forms of social capital. By linking the close 
relationships in a community to those external actors who have access to finance and other 
resources, knowledge, or political connections, communities or groups characterised by bonding 
and bridging capital have become more effective in solving major challenges and problems than 
those communities that have relied on close community networks and loose connections with the 
outside world (Krishna 2002). This is relevant to this study since an examination of the formational 
and operational processes of self-help groups within MCPs will inform the findings about whether or 
not bonding and networking of self-help group members benefits them and their communities.  
 
Woolcock (2001, 2004) uses the concept of social capital to mean networks that facilitate collective 
action. Implicit in this definition are the notions of trust and social interactions that make networks 
function effectively for a positive cause. Likewise, a lack of trust can have an adverse impact on the 
effectiveness of a group. The close ties that are generated when effective bonding takes place 
within a family group create incentives to behave in a trustworthy manner (Ostrom and Ahn 2009). 
In the context of this research social capital could become a valuable contributor to the successful 
operation of self-help groups. The persistence of poverty throughout rural regions of most 
developing countries has led governments to consider new options and avenues for combating this 
challenge. Further, the need to encourage the rural poor to contribute to their own elevation above 
the poverty line has been recognised as an important aspect of effective intervention (Hulme and 
Mosley 1996; Khandker 2005; Yaron, Benjamin and Piprek 1997; Yunus 2007).  One option that 
has found favour with policy-makers and donors has been the financial credit delivery mechanism 
of microfinance. Microfinance has been favourably regarded since it provides financial inclusion 
opportunities to the poor and others whose access to credit is restricted (Gaiha and Kulkarni 2006; 
Imai, Arun and Annim 2010; Khandker 2005; Swain and Varghese 2009). Microfinance has also 
been employed as a poverty alleviation intervention that attempts to integrate the poor into aspects 
of the market economy. However, the evidence is mixed on the success of microfinance programs 
(Garikipati 2008; Khandker 2005; Marr and Tubaro 2011; Morduch and Haley 2002; Mosley and 
Rock 2004). 
 
Participation by village women in microfinance self-help groups provides avenues for the potential 
growth of social capital, especially through the development of trust, bonding and networks (Shortall 
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2008). The relevance of exclusion (and inclusion) to the growth of social capital in self-help groups 
is important since microfinance programs are designed to assist the poorest women whose 
capabilities such as education, participation, training, and human capacity may be lower than those 
of the less poor. As a result, the poorest women are subject to lower levels of involvement (Kumar 
2007; Nevile 2007; Salais 2007; Saunders, Naidoo and Griffiths 2007; Sen 2000).  “The 
transformative potential of social capital should not, however, be overstated”, according to 
Schurmann and Johnston, since microfinance success depends on peer pressure and peer 
pressure depends on membership of the group, and hence, on social inclusion (2009:522). 
 
Figueiredo and de Haan claim that this approach is “particularly useful for thinking about economic 
development strategies at the grassroots level” and that “microenterprise finance is but one fruitful 
example” (1998:67). These issues are important for this research since participation in microfinance 
self-help groups implies some level of acceptance and hence inclusion. Social exclusion, on the 
other hand, prevents the growth of skills and hence human capital and social engagement, and it 
limits personal and community economic growth. 
2.3.6  Microfinance: a mechanism for creating social embeddedness 
 
There is strong and overwhelming research (Dalgic 2007; Goetz 2001; Narayan et al. 2000; Sen 
2000; Spicker 2007) that supports the notion that women experience higher levels of vulnerability, 
and often the eventual spiral into poverty (Spicker 2007). According to Armendariz de Aghion, 
“women are the poorest” (2011:503). In view of the many responsibilities that women have 
assumed – often in the absence of an adult male in the household – and the protracted nature of 
poverty, the World Bank’s approach of involving women in the discussion, planning, program 
consultation and implementation of poverty alleviation interventions adds perspective to policy 
decisions. This is particularly the case in view of the feedback noted in the World Bank’s (2002) 
major poverty study conducted in 71 countries (Dalgic 2007; Narayan et al. 2000). With the 
increased involvement and engagement of women through emerging programs, the focus for many 
women in developing countries turned towards the basic goal of poverty alleviation through access 
to credit (Chant 2007; Dalgic 2007). Women felt that there was a twofold need – to access funds for 
consumption purposes and to also access funds for other productive activities in order to meet the 
burden of responsibilities (Chant 2007; Dalgic 2007). Access to funds in this manner would alleviate 
the need in various States in India to consider the sale of girl children by parents facing chronic 
poverty (Natarajan 1997; Srinivasan 2006). Pandey (2014), Shelly (2012), Sarker and Pandey 
(2006) also report that poverty in rural areas of India cause parents to sell their girl children. 
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UNICEF (2003) report that Tamil Nadu is one of the main supply States for young girls to be 
trafficked to the cities. In addition, there are surviving traditional and religious practices in Tamil 
Nadu in which young girls are dedicated to a deity, making them temple prostitutes (Black 2007).   
Borrowing from loan sharks or moneylenders in India at high rates of interest might also be obviated 
(Joshi 2006). Accordingly, the endorsement by the World Bank of programs involving components 
of microfinance which target women in developing countries resulted in significant donor uptake and 
implementation (Dalgic 2007; Joshi 2006; Rankin 2002; Sanyal 2009).  
 
Networks and community or group partnerships are the hallmark of many microcredit programs, 
and are typically a preferred method of operation by both governments and the private sector 
(Hermes and Lensink 2011; Rankin (2002). Governments in many developing countries including 
India, Kenya, the Philippines, Bolivia, Mozambique, Burma, China and Vietnam have instigated 
such partnership programs, with private sector donors and investors, NGOs, and communities 
(CGAP 1998). Governments typically prefer internal community engagement as it enables them to 
transfer the onus of development, including poverty alleviation, from the state to civil society and 
other third-sector agencies working on their behalf (Rankin 2002, 2001).   
 
Microfinance programs have thus been instrumental in promoting and expanding certain 
dimensions of social capital (e.g. trust, bonding and networks) in communities following community 
development interventions (Feigenberg, Fielf and Pande 2010). These interventions include water, 
health, agricultural and educational programs which have attempted to alleviate poverty and 
invigorate community enhancement activities (Chowdhury and Simanowitz 2004; Mosley et al. 
2004; Mosley and Rock 2004; Sen and Dreze 1999). As a direct consequence of this process, the 
social and human capital in the self-help group is enhanced and built upon for future investment 
and reinvestment throughout the community (Anderson et al. 2001; Ito 2003; Woolcock 2001).  
 
Numerous studies of self-help groups in India provide clear indications that the participants involved 
in group formation respond to the social capital approach promoted by Coleman (1998) where the 
participants have common interests and are linked by trust, mutual support, networks and 
communication channels and norms (Gaiha and Kulkarni 2006; Garikipati 2008; Tesoriero 2005).  
Whilst poor communities have limited financial and human capital, the poor are encouraged to 
engage in collective action to enhance their capabilities. Hence, the self-help group is not only 
invaluable for promoting income generation, resource sharing, and creating trust and self-esteem 
among the group, but also for encouraging group members to participate in local decision-making 
(Sen 2004b; Thorp et al. 2005). Collective action also promotes the formulation of common values 
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and beliefs, reflecting the social context in which the individuals live (Ibrahim 2006). The ability to 
engage in collective action, such as through a self-help group within an inclusive environment, is 
itself a capability (Sen 2000; Stewart 2005). 
 
In the context of microfinance self-help groups, the presence of trust in day-to-day economic 
activities potentially allows members to cooperate more readily with one another. Fukuyama 
however links trust and effectiveness, noting that “trust acts like a lubricant that makes any group or 
organisation run more effectively” (1995:16) and plays a role in binding people together in a group. 
Trust between closely related families is often described as ‘particularised trust’. Particularised trust, 
according to Field, is the “propensity to trust those to whom one is related by kinship or personal 
acquaintance, or who share membership of a common grouping” (2003:87). In this research, for 
instance, the self-help group may include members of the same extended family and therefore it 
may bond more easily. With respect to bonds, Uslaner (2002) makes the distinction between strong 
and weak ties. Strong ties are those bonds formed between people of like identity, locality, similar to 
themselves. Weak ties are those bonds that bring people from different social and cultural 
backgrounds together. Such could be the case for groups of different caste or religion in the Indian 
self-help group context.  
 
Exclusion of the poorest of the poor from microfinance programs that are recognised as poverty 
alleviation interventions (Dalgic 2007; Rankin 2002; World Bank 2005) limits their effectiveness. 
Many microfinance interventions according to Swain and Wallentin (2009), have the explicit goals of 
empowering women and providing an inclusive environment. Others argue that, by investing in and 
developing women’s capabilities, they empower women to make choices. This is an important 
achievement in itself, and it contributes to economic growth and development (Borooah 2005; 
Garikipati 2008; Osmani 2007; Swain and Wallentin 2009). The research question of this study asks 
“how effective are microfinance programs in alleviating poverty amongst the poorest of the poor 
rural women in Tamil Nadu, India?” Women-headed households are among the poorest according 
to Armendariz de Aghion (2011). In view of their increased responsibility for social and economic 
matters within their households, interventions such as microfinance that provide alternative poverty 
reduction mechanisms could potentially reduce exclusion and enhance capabilities. Microfinance is 
discussed in the next section. 
2.4  Microfinance 
2.4.1  Definition of microfinance  
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According to Elahi and Rahman, “microfinance is ... a development approach that provides financial 
as well as social intermediation” (2006:477). Robinson maintains that “microfinance refers to small-
scale financial services – primarily credit and savings – provided to people ... at the local levels of 
developing countries, both rural and urban” (2001:9). Hudon (2009) reports that between US$ 800 
million and US$ 1 billion is committed per year to microfinance – an indicator that donor support for 
this accepted method of poverty alleviation is strong and the intervention is perceived to be 
worthwhile. 
 
There are at least nine traditional characteristics for microfinance programs according to Karlan and 
Goldberg (2011). These include a focus on small transactions such as loans, savings or insurance. 
Institutions also provide loans for entrepreneurial activity, either through group lending or collateral-
free arrangements to individuals. Their focus is on poor clients with a preference for female clients. 
Institutions have a simple application process for the provision of services in under-served 
communities, typically offering market-level interest rates (Karlan and Goldberg 2011) 
 
Various countries such as India adopt a self-help model within MCP and utilise the skills and 
motivation of women to develop the skills of others and generate peer pressure and competition. 
Microfinance is also utilised by the poor to smooth their consumption needs rather than solely for 
income-generating purposes (Bateman 2011; Collins et al. 2009; Dichter 2006). According to 
Khandker: 
Microfinance programs involve small-scale transactions in credit and savings designed to   
meet the credit needs of small and medium-scale producers and businesses. Microfinance 
programs also offer skill-based training to augment productivity and organisational support 
and consciousness-raising training to empower the poor (2005:263). 
 
Credit programs for the purposes of this research can be classified into two broad types: 
microfinance programs and other credit programs. Microcredit or microfinance programs10 are 
implemented by a government, an NGO or a community group which provides small loans to low-
income members or individuals for their economic empowerment (CGAP 1998; Verhagan 2001; 
World Bank 2000).  Microfinance programs normally target borrowers who are without conventional 
collateral and who are therefore unable to access (or who are excluded from) formal avenues of 
credit (ADB 2000; CGAP 1998; Gaiha 2001; Morduch 1999).  The operational aspects of Indian 
self-help groups are discussed in Section 3.4. 
 
                                                     
10 In earlier development practice microcredit was regarded as a loan program. The practice matured when other 
services including business training, savings, life, health, crop and pension insurance were added to the range of 
services under the name of microfinance.  
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Microfinance has become an intricate arrangement of partnerships and relationships: between 
donors of funds (governments, multilateral institutions, NGOs, banks, and for-profit companies) and 
microfinance institutions; between the microfinance institution and poor clients; and between the 
microfinance institutions and regulators (Marr and Tubaro 2011). These multiple relationships 
involving multiple actors result in a high degree of uncertainty regarding the spread of financial risk 
and the ultimate responsibility. However, generally microfinance institutions have been praised for 
providing avenues for poor people who have no or limited access to credit or to other financial 
services such as savings and loan facilitates to gain access to such services.11 Despite the large 
number of microfinance institutions in operation there are still millions of the poor who have no 
access to formal or informal financial services (Priyadarshee and Ghalib 2011). Microfinance 
approaches have tried to fill this gap in service provision.  
2.4.2  How microfinance operates in practice 
  
The provision of financial services within MCPs can be divided into three categories depending on 
the regulatory status of the provider: formal credit given by banks, semi-formal credit provided by 
microfinance institutions and informal credit given by moneylenders and various indentured labour 
schemes (Mosley and Rock 2004; Remenyi 2000; Robinson 2001). Moneylenders are a normal 
source of credit in villages, and have advantages over other sources through ease of access, 
especially for emergency short term loans. The disadvantages include high interest rates and their 
knowledge of the risk and reliability of the local people.12  There has been a significant shift in 
preference from the last of these options to the first two, mainly due to the lower interest rates 
available, but also due to NGO facilitation of training and small business exposure, primarily to 
small groups of village women (Anderson et al. 2002; Khan et al. 2007; Lahiri-Dutt et al. 2006).  
Many microfinance institutions incorporate a group-based regime for lending in order to reduce the 
administrative costs of gathering information for contract and loan applications, and for the receipt 
of loan repayments (Arun and Hulme 2008). This is the preferred practice for the Grameen Bank-
type lending process which has been replicated in a variety of countries including Bolivia, 
Indonesia, Kenya and the Philippines. The process utilises self-help and community engagement 
and involvement in poverty alleviation interventions, and has been well established by NGOs and 
CBOs. According to Dalgic (2007) and Rankin (2001, 2002), NGOs’ methods of operating at a 
village level attracted the attention of the World Bank and were supported by the Consultative 
                                                     
11 Deutsche Bank (2010 report that 200 million people will have microfinance loans worldwide by end 2010 and will 
have impacted1 Billion people in developing countries over the past 30 years. (See https://www.db.com/cr/en/docs )  
12 Robinson (2001) in a survey of 14 countries in Asia, Latin America and Africa found that 76% of moneylenders 
charged interest rates of over 10% per month and 22% charged 100% per month or more. 
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Group to Assist the Poorest (CGAP) members because of the attractiveness of stakeholder 
(community) partnerships and the involvement of the recipients in decision-making although this is 
disputed by Kilby (2006, 2011). 
 
Within the Indian context access to finance and financial services through microfinance institutions 
in the form of self-help groups of women was initially developed by SEWA as a savings based 
system. Much of the research, however, on methods of delivery of funds to clients has focussed on 
the joint liability approach (Fischer and Ghatak 2011) with Grameen Bank using a credit based 
regime and India preferring a self-help group system which relies on a savings based method of 
collateral accumulation. This approach is utilised by many microfinance institutions as a key to 
maintaining high loan recovery rates. The approach requires that a small group of borrowers be 
held jointly liable or responsible for one another’s’ repayments (Fischer and Ghana 2011; Ghana 
1999; Stiglitz 1990), although some large microfinance institutions have moved in recent years to 
individual liability contracts with clients (Fischer and Ghana 2011). Social banking involving either a 
village banking process or a solidarity group lending program are two other alternative regimes 
offered by microfinance institutions that are used in various countries (Joshi 2006). 
2.4.3 Claims and counter-claims regarding benefits of microfinance 
 
The benefits of microfinance are a highly contested topic of research. Whilst it is claimed that MFIs 
have been successful in “alleviating poverty by allowing poor people to protect, diversify and 
increase their sources of income, an essential path out of poverty” (Littlefield et al. 2003:34), others 
(Marr 2006; Nawaz 2010; Robinson 2001) report that microfinance is inefficient and not pro-poor.  
 
However, some researchers have found that microfinance programs that provide basic loans, 
savings and insurance schemes also help the poor to smooth out income fluctuations and maintain 
consumption levels during seasonal lean periods (Karla and Goldberg 2011; Littlefield et al. 
2003).Further, in a study of a major Indian NGO SHARE, Simanowitz (2002) reported that half of 
the NGOs clients had graduated out of poverty. They enjoyed increased employment, owned small 
businesses and had experienced significant improvements in their economic wellbeing (Simanowitz 
2002). Other Indian MFIs and NGOs such as the Self Employed Women’s Association, 
Shanthidham, Nari Nidhi, Working Women’s Forum (India) and the Rural Development Trust 
(India), also report strong improvements in economic circumstances of self-help group members 
(Sinha 2008). Whilst Pitt and Khandker (1996) reported that poverty in a Bangladesh study had 
been reduced as a direct result of microfinance interventions, Morduch (1998), using the same 
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data, claimed that microfinance had a minimal impact due to borrowers above the poverty line being 
included in the program due to mis-targeting by MFIs and NGOs (Nawaz 2010). 
 
Studies have reported that MCPs reduce the poverty of those clients who gain access to programs 
(Gaiha 2001; Imai et al. 2010; Matin and Hulme 2003). Karlan and Goldberg (2011) also report an 
increase in household decision-making by women through their participation in MCP. Kilby (2011) 
reports that microfinance enhances the ability of families to ensure children are educated, and that 
nutrition, housing, and women’s empowerment is improved through participation in MCP. Daru et.al 
(2005) also report that microfinance was a useful mechanism for releasing or preventing the poor 
from being bonded to employers as they try to repay loans. In addition, numerous NGOs and MFIs 
in Bangladesh, Indonesia, Nepal and the Philippines, for example, provide positive reports of 
improvements in the economic and social conditions of many millions of the poor through the 
provision of loans and savings services (ADB 2000; Khandker 1998; Littlefield et al. 2003; Remenyi 
2000; UNFPA 2002). Further, a number of reports including The World Bank consider 
empowerment of women as a significant outcome of MCP (Dalgic 2007; Kilby 2006, 2011; 
Robinson 2001; World Bank 1998, 2009). According to Kilby (2006, 2011) empowerment of women 
in self-help groups has a direct correlation to the downward accountability of MFIs and NGOs. 
 
While the focus of MCP has traditionally been on economic development, social and human 
development is also an important outcome. Within self-help groups, social capital has generated 
empowerment through bridging and networking associations in the community, using systems or 
rules and penalties which in most cases are devised by the women’s groups themselves to counter 
non-compliance (Lahiri-Dutt et al. 2006; Mayoux 1995; Morduch 2000; Rankin 2002). Karlan and 
Goldberg (2011) report that apart from the increased expenditure on health, family planning, 
education, housing, sanitation and water services, the value of voting in elections and participation 
in village meetings for planning and budgeting purposes generates more community spirit and 
social and human capital. Additionally, because these women have developed trust in each other, 
bonded together, and pledged their support for each other, they also discuss various topics relevant 
to the wellbeing of the community in which they live and work. These topics commonly include 
HIVAids, tuberculosis and malaria prevention, child immunisation, water needs, women’s health, 
child and wife abuse, drunkenness, child labour, selling of children, female infanticide, housing 
needs, and other community development issues.  
 
However, a wide range of literature is critical of the role and use of microfinance and contest the 
positive claims made in favour of microfinance. In a major study of microfinance activities in Peru, 
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Marr (2006) reported a number of findings that are critical of the system operated by the 
microfinance institution in Peru in 2004-5. These included the ill-founded assumption that members 
had full knowledge of other members’ abilities, default risks, and household management and 
family circumstances (i.e. whether the woman was controlled by the husband and was forced to 
give the loan funds to him). In addition, loan officers tended to allocate little time to the formation 
and nurturing of groups (Marr 2006) leaving groups weak and under trained. Whilst peer pressure 
and monitoring is claimed to work as an effective substitute for collateral (Joshi 2006), members 
were expected to monitor their peers’ behaviour to ensure that loans were used for the purposes 
that were stated on the loan applications. Monitoring was a costly and time consuming activity, with 
loan officers unable to resolve conflicts concerning loan usage (Marr 2006). The members were 
also critical of the institution’s poor definition of invalid loan usage (i.e. loans that were not used for 
the purpose for which the client had indicated in her application).  
 
Microfinance has also been criticised because of "mission drift" – the shift in MFI focus from the 
poorest to less risky clients (Copestake 2007) – that has made access to loans more difficult for the 
poorest. MFIs therefore reach out to more wealthy clients, knowing that their repayment rate will be 
sustained at a high level (Armendariz de Aghion and Szafarz 2011). Further, rules such as 
mandatory weekly savings and regular meeting attendance are seen as too restrictive and 
sometimes too demanding for some poorer members of self-help groups13.  Additionally, many 
MFIs have shifted their focus from the poorest of the poor in favour of safer lending targets who 
offer better financial viability, thus providing long-term sustainability for the MFI (Zaman 1997). In 
other research Kalpana reports that “while self-help group banking is certainly banking with the poor 
women, it is not necessarily pro-poor or gender-sensitive banking” (2008:35). Pressure is placed on 
program implementers by social and financially-minded donors to service both levels of client (the 
poor and the better off because of their safer repayment practices). Morduch has described the 
dichotomy as a “microfinance schism of rhetoric” between policy and practice (2000:618).  
                                                     
13 A range of rural credit schemes are available for both investors and business operators in agricultural and rural 
development. The GOI operates large scale rural development schemes through the Ministry of Rural Development, the 
National Bank for Agriculture and Rural Development (NABARD), and the Khadi and Village Industries Commission 
(KVIC). In addition, the various District Rural Development Agencies (DRDA) of State administrations operate programs 
for the rural population. NABARD offers refinancing investment credit, production credit, rural infrastructure 
development funds (RIDF), Research and Development Funds in addition to the Kisan Credit Card and Microfinance 
Schemes. These are administered through the District and Block administrations. The KVIC operate the Rural 
Employment Generation Programme (REGP) which targets the creation of two million jobs in rural areas for 
unemployed people. KVIC also offers a rural industry consultancy service in addition to a Group Insurance Scheme for 
Khadi Artisans in the weaving and spinning industries in collaboration with NGOs (Jain 2006). Apart from these higher 
level support schemes a number of household level schemes operate so as to induce children to attend and stay at 
school (Mid-day Lunch scheme) and to keep girl children at school longer until marriage. A variety of sources of finance 
are available to village people. These include family, friends, employers, moneylenders, commercial banks and self-
help groups if they are members.  
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Robinson reports a litany of criticisms of microfinance. She notes that “rural credit schemes are 
ineffectual and inefficient, and they do not promote equity” (2001:142). In addition, she states that 
“lists of ‘poor’ borrowers who will receive credit subsidies often include local political leaders and 
their relatives and supporters” (2001:145), noting also that “political interference, poor management, 
unwanted products, low repayment rates high costs and high losses” are common features of MCP 
in China, India and Vietnam (2001:148). Robinson also reports that corruption was rife, noting that 
“a bank’s internal auditor estimated that more than half of the staff were taking bribes from 
borrowers” (2001:146). 
 
Corruption in microfinance programs is prevalent in most countries, although it is reported to be 
more significant in developing countries (Bardhan 1997; Pellissery 2007; World Bank 1997). 
Corrupt practices and systems undermine growth and policy implementation (Gaiha and Kulkarni 
2002). Corruption is commonly understood as the abuse of public power for personal benefit (World 
Bank 1997)14. In the case of microfinance, corruption ranges from open theft and the “redistribution 
of program funds” to officials or managers, to the charging of “facilitation fees” for normal services 
(Dreze and Sen 2002; Kalpana 2008). This misuse of power and position undermines social 
cohesion and solidarity (Armendariz de Aghion 2011). 
 
Other studies provide further criticisms of microfinance. Tiwari and Fahad (2006) report that MCPs 
rely too much on external (overseas) subsidies for organisational sustainability. Ghate (2007) 
highlights that NGO staff need more training to be truly client focussed, and that fifty weekly equal 
repayments are not a practical regime for seasonal subsistence farmers since they do not receive 
regular incomes. Other criticisms include: pressure for high repayment rates by NGOs and banks 
cause borrowers to turn to high-interest moneylenders (Tiwari and Fahad 2006); weekly meetings 
cause members to be absent from their day labour jobs (Marr 2006); group tensions can lead to 
groups fracturing (Marr 2006); and women’s empowerment, whilst claimed, has not been 
adequately researched (Mayoux 1998). According to Remenyi, “there is no doubt that microfinance 
institutions do benefit the poor” (2000:50). Benefits are typically measured, however, in terms of 
income, employment and other micro-economic outcomes, rather than social outcomes of program 
participation (Amin et al. 2003; Hulme and Mosley 1996). Edwards reports that “microfinance 
increases people’s resilience and reduces their need to sell precious assets in times of trouble,” 
                                                     
14 The UNDP  defines corruption as “the misuse of public power, office or authority for private benefit” (1997:9) 
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noting also that microfinance has a “positive impact on ... women’s empowerment and stronger 
small group skills” (2009:38). 
 
Despite the reported benefits of MCP, criticisms allege that microcredit is subsidised (because all 
costs are not recovered), resembles charity, overlooks better available options such as a 
community development model, and contains flaws in program implementation (ADB 2000; 
Chowdhury and Alam 1996; Hulme 2000; Hulme and Mosley 1996; Morduch 1999, 2000; Smets 
2000). Additionally, a study by Rahman and Razzaque (2000) in Bangladesh of NGO social 
interventions reported that the poorest of the poor women are overlooked for a variety of reasons, 
including poor NGO targeting and lack of human capital. Studies by Gaiha (2001), Jha (2002), 
Satish (2001), and Kozel and Parker (1999) have acknowledged that the poorest of the poor need 
to be particularly targeted by such programs.   Women-headed households have been shown to be 
among the poorest of the poor (Armendariz de Aghion 2011) and in need of access to credit 
through poverty alleviation interventions which encourage their participation and provide agency 
which potentially have significant economic and social benefit (World Bank 2000). Associated with 
the need for women to participate in and to be included in the planning for poverty alleviation 
interventions (Kabeer 2010) such participation will contribute potentially to the reduction of the 
gender-bias in resource allocation (Jose 2009) which pervades much of Indian society (Dreze and 
Sen 2002). According to Dreze and Sen   
The realms of politics and social reform can also be considerably enriched by the active 
participation of women, 
 
 and that 
 
The level of economic production is likely to be higher ... in a society where women are 
able to engage in a diverse range of activities than in a society where their life is confined 
to domestic work (2002:272). 
 
Despite these initiatives to target the poorest, there is mounting concern and observation that 
suggest the main target group – the poorest of the poor – is often excluded from access to these 
programs (Islam and Sharmin 2011; Nghiem 2003; Srinivasan 2009; Thorp, Stewart and Heyer 
2005). The concept of exclusion is discussed in the next subsection since studies have reported the 
potential presence and practice of exclusion in microfinance programs. 
2.5  Social exclusion 
2.5.1 Social exclusion defined  
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Social exclusion is said to operate when people are prevented from participating in the mainstream 
activities of society, or are prevented from enjoying the normal standards of living in a similar 
fashion to the rest of society. A variety of frequently quoted scholarly definitions of social exclusion 
exist. De Haan describes social exclusion as a “rupture of social bonds” (1998:11), whilst 
Somerville defines it as “a sense of social isolation and segregation from the formal structures and 
institutions of the economy, society and the state” (1998:762). In a similar vein, Duffy refers to 
social exclusion as the “inability to participate effectively in economic, social, political and cultural 
life, alienation and distance from the mainstream society” (1995:17). Of particular relevance to this 
study is the definition provided by Steinert, who maintains that social exclusion is “the continuous 
and gradual exclusion (of people) from full participation in the social activities of a community” 
(2007:5). 
 
Levitas et al. (2007) provide a more comprehensive definition which has been reflected upon by 
numerous scholars as it covers a wide range of attributes that are fundamental to human existence. 
Essentially, Levitas et al. adopt an underclass focus in their definition suggesting that:  
Social exclusion is a complex and multi-dimensional process. It involves the lack or denial 
of resources, rights, goods and services, and the inability to participate in the normal 
relationships and activities, available to the majority of people in society, whether in 
economic, social, cultural, or political arenas. It affects both the quality of life of individuals 
and the equity and cohesion of society as a whole (Levitas et al. 2007:9). 
 
Social exclusion is a contested concept (Peace 2001). Initially framed in the north (or developed 
countries), social exclusion has been brought into the development discourse with particular 
relevance and application to the south (or developing countries) (Kantor 2009). The definitions of 
this concept, as they apply in the development arena, provide a varying list of factors that give rise 
to social exclusion, and many, when working together, reinforce each other (Taket, Crisp, Nevill, 
Lamaro, Graham, and Barter-Godfrey 2009). For example, a dalit woman in a remote location of 
Tamil Nadu, India for example, is confronted by at least three potential causes of social exclusion – 
being a woman, being a member of the dalit caste, and being from a disadvantaged or isolated 
region. This example is highly pertinent to this study and highlights the exclusionary factors that 
exist in this society (Renner, Previtt, Watanabe and Gascho 2007). Conceptually this example is 
useful in that it highlights aspects of exclusion that may also be present in MCP. 
 
The definitions from Levitas et al. (2007) and Steinert (2007) quoted above make explicit the idea 
that social exclusion is a much broader concept than poverty, unemployment, the denial of rights, or   
lack of participation. Social exclusion is the prevention of access to fundamental societal conditions 
that contribute to an individual’s healthy, functioning membership of community (Duffy 1995). 
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Levitas et al. (2007) and Steinert (2007) also emphasise that social exclusion sometimes operates 
at three levels – individual, community and society. Individual exclusion impacts upon the activities 
and involvement of a single person and may be due to societal treatment of characteristics such as 
race, colour, caste or disability, whilst exclusion of a community impacts the broader group in a 
geographic area, for example. This could be the result of caste, religion, geographic isolation or 
active political sanction.  
 
The ADB (2003) and Sen (2000) report that exclusion from participation has a significant impact on 
the dignity and self-esteem of individuals, and also on the exposure to capability enabling 
opportunities. Prevention of participation reduces exposure to activities and environments that have 
the ability to enhance knowledge and capabilities – even through minor involvement and exposure 
(Dreze and Sen 2002; Sen 2000; Stewart 2005). The poor may “be excluded from wider 
participation in society because of their relative resource and income disadvantage” (Chronic 
Poverty Research Centre 2010:1).  
 
Two main types of social exclusion have been identified by Sen (2000): active and passive social 
exclusion. Sen suggests that both have a significant impact on capability enhancement. Active 
social exclusion is defined as being promulgated by laws, decrees, or regulations which specifically 
prevent groups of people or individuals from participating or gaining access to rights or benefits. 
This may be due to ethnicity, religion, or some other defining reason. Passive social exclusion on 
the other hand comes about through social or economic (but not legal) processes such as poverty, 
isolation, disability, or currency devaluation for instance. This may prevent people from accessing 
food supplies – or force them to choose between buying food and paying their rent or health costs.  
The ADB (2003) sets out a number of examples of both active and passive social exclusion. 
Factors contributing to passive social exclusion include poverty, access to the labour market, 
access to credit, and gender related issues. Active social exclusion factors include health care 
access, and involvement in the food market (ADB 2003; Sen 2000). 
 
Gender specific exclusion results from values, norms and customs which are attributed to women 
and men because of their gender.  Often societies associate men with more valued attributes, 
abilities, education and rights, and women with less valued attributes (Kabeer 2010). An example 
might be the primary breadwinning roles attributed to men and the unpaid reproductive work for 
women (Moussa 2008). Another example is the culturally restricted mobility outside the home in 
south Asia that contrasts with the expectation in Africa for women to be involved in farming. This 
example demonstrates that cultural differences and limitations are important control mechanisms of 
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exclusion and constraint. In addition, power relations stemming from cultural norms tend to provide 
tacit approval for violence against women (Kabeer 2010; Moussa 2008). Domestic violence is 
heightened by the presence of poverty according to Moussa (2008). High levels of poverty, weak 
institutions, reluctance of outsiders to become involved and increased vulnerability of women 
(Kabeer 2010), generate increased levels of exclusion because of male support for patriarchically 
controlled community activity (Moussa 2008). In addition a form of hidden poverty results from an 
uneven distribution of income and consumption within households because women are poor and 
many men are non-poor, and this leads support to the gradual feminisation of poverty through 
exclusion (Lister 2004; Wienclaw 2009) and a gender bias in resource allocation (Jose 2009; 
Kabeer 2010. Gender imposed constraints by male poverty alleviation programmers have the ability 
to restrict empowerment of women and cause poverty interventions to be blind to the potential 
benefits of gender focussed activities (Kabeer 2010). Thus women are further excluded and are at 
further risk due to gender role expectations. Since more women live BPL (Wienclaw 2009), and 
tend to live longer than men, they face a deteriorating social and cultural plight of further exclusion 
often exacerbated by (in India) caste discrimination.  
 
The caste system in India is premised on the belief that people who work with dirt in lowly unclean 
occupations, such as manual scavenging, have the ability to pollute others who claim to be from 
clean occupations (Meerman 2005; Spicker 2007). This belief generates the basis for exclusion and 
marginalisation as in the case of scheduled tribe people (Mitra 2008). Caste systems also limit 
mobility and land ownership and have traditionally been a key determinant of poverty and low social 
status (Deininger, Jin and Nagarajan 2009), vulnerability and discrimination (Meerman 2005).  
Culture plays a significant role in limiting the mobility of the lower castes such as the dalits and thus 
limiting opportunity for improved education, health and employment (Meerman 2005). They 
therefore remain vulnerable to poverty and discrimination and face further exclusion because of the 
capability deprivation which limits their potential to improve their conditions and advance their status 
through available training programs and other support mechanisms (Meerman 2005).  
 
The initial connection between capability deprivation, poverty and exclusion is found, according to 
Sen (2000), in the often quoted example from Adam Smith, who maintained that people should “be 
able to appear in public without shame” (Smith 1776/1976:870). This is an early English 
interpretation of the importance of being able to participate in social and community life – having the 
capability of such participation and not being deprived of the opportunity – a reflection on the 
assumption that social interactions and participation in community matter. Hence, some types of 
social exclusion are viewed as poverty-related whilst other exclusions merely prevent the more 
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wealthy from participating – clearly not an issue related to poverty. In addition, exclusion from social 
relations can lead to other deprivations, such as being excluded from employment or being 
excluded from access to credit which may compound economic hardship or impoverishment, 
hunger or homelessness. In Sen’s terms, social exclusion can be both constitutive of capability 
deprivation, and an instrumental cause of diverse capability failures (Sen 2000). 
2.5.2 Social exclusion in the context of microfinance 
 
While microfinance has helped people below the poverty line to progress out of poverty, evaluations 
of these programs show that it has helped mainly the upper 50% of the poor (CGAP 1997). 
Evaluations also have been dominated by concerns regarding financial sustainability of the provider 
NGO, program replication and growth and economic impact assessment (Woolcock 1999).  Thus, 
claims are made by some researchers that programs have failed to target the poorest of the poor 
(Amin et al. 2003; Hulme 2000; Park and Ren 2001; Planning Commission 2007; Scully 2004; 
Yunus 1999).  Indeed, in a survey of practitioners, Yunus (1999) observed that NGO policies do not 
ensure that the poorest of the poor are included in microcredit funding opportunities. Other 
researchers suggest that NGO programs go so far as to exclude the poorest of the poor from 
accessing microcredit facilities (Amin et al. 2003; Charitonenko and Rahman 2002; Matin and 
Hulme 2003; Srinivasan 2009).   
 
Yunus (1999, 2003) reports that MCPs benefit poor clients, but that they do not always benefit the 
poorest of the poor.  These findings highlight the importance of MCPs for the poor, including the 
poorest of the poor, if their poverty is to be alleviated. The findings also indicate that, although 
inclusion of the poorest of the poor in MCPs is essential to lift them out of poverty, the poorest are 
commonly overlooked because of their lack of human capital. Whilst the exclusion of the poorest is 
acknowledged in some research, it is rarely admitted by NGOs and donors (Chibba 2009)15.  
 
The above studies did not specifically measure success of MCPs in terms of their impact on the 
poorest of the poor, or in terms of how many of the poorest of the poor were included, although this 
group was supposedly the target population and enabling their poverty alleviation was the prime 
objective of the MCPs. Further, such studies fail to consider the selection process involved and 
whether membership opportunities are provided to the poorest of the poor. Gaiha (2001) and Matin 
and Hulme (2003) found in separate studies that MCPs reduce the poverty of those clients who 
                                                     
15 See also studies by Gibbons et al 2000; Hays-Mitchell 1999; Hulme 2000; Kamal 1999; Kantor 2009; Marr 2006; 
Meerman 2005; Padmanabhan 2001; Pellissery 2005; Thorat 2009; Thorp et al. 2005; Yunus 1999. 
58 
 
gain access to programs. Remenyi reports that whilst “direct benefits of MFI rarely reach the 
poorest households, it does not follow that MFIs do not play a vital role in sustainable poverty 
reduction” (2000:52). 
There is also a range of cases and studies involving MCP that demonstrate the improvements that 
are possible in communities through collective mobilisation and collective action by people (Kantor 
2009; Shortall 2008). These cases include studies undertaken in India by Torri (2010), Swain and 
Varghese (2009), Janssens (2006), and Swain and Wallentin (2009). All conclude that collective 
action through inclusion and participation in the form of self-help groups in India has positively 
benefitted group members in economic, social, political and environmental terms. However, these 
studies identify serious limitations to the effectiveness of participatory empowerment because of the 
nature and depth of deprivation, due to the vulnerability resulting from poverty and exclusion. 
Collective action based on small groups or local communities might be weakened by isolation, poor 
communications, environmental conditions, and/or the lack of a champion to encourage 
participation (Gore and Figueiredo 1997). In these circumstances the focus on local relational 
development responses can also result in competition for resources between locations where 
poverty is concentrated. This may change resource distribution amongst the poor but does not 
increase the resources distributed to the poor as a whole. The issue of participation and its 
relevance to collective action is central to the conceptual framework of this study since exclusion of 
people from activities implies no or limited participation. Any limitation on a person’s ability to fully 
participate could be indicative of some form of exclusion because inclusion enables participation 
(Shortall 2008) and collective action enables the growth of collective capabilities (Ibrahim 2006).  
2.5.3 Factors of exclusion reported in the microfinance literature  
 
Commonly, exclusion operates through varying forms of discrimination and marginalisation in terms 
of race, caste, religion, culture, ethnicity, and is often reinforced by further discrimination on the 
basis of age, gender or impairment (Moore et al. 2008; Schurmann and Johnston 2009; Shortall 
2008; Silver 2007). According to the World Bank, “discrimination on the basis of gender, ethnicity, 
race, religion or social status can lead to social exclusion and lock people into long-term poverty 
traps” (2000:117). The microfinance literature, whilst vocal on the issue of exclusion of the poorest 
of the poor from MCP, has not canvassed the factors that generate such exclusion or the factors 
that become barriers to membership of MCP in any significant way.  
 
However, there are a very small number of studies that provide some limited exposure to these 
factors. Studies by Halder and Mosley (2004), Husain (1998), Marr (2006) and Sinha (2009) provide 
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some potential explanations for exclusion of the poorest of the poor from microfinance programs. 
Halder and Mosley (2004) report that reasons for non-involvement of the poorest can include: their 
fear of being over-burdened with debt, a reluctance to borrow, and a fear of the cash economy 
because of their lack of land ownership and productive means. The very poor generally experience 
barriers to membership of savings and loans groups. These include: the low value of their housing, 
being aged mostly over 60 years, being less educated and depending on outside help for survival. 
Husain (1998) also identified that the poor faced the following barriers to participation in 
microfinance programs: they had a lack of capacity to save and repay regularly; they feared 
misappropriation of their funds by the NGO or NGO members; restriction on the withdrawal of 
savings in times of crises; low rates of interest paid on savings; and other obstructions by village 
members in addition to lack of time to attend meetings and consider credit activities. Marr (2006) 
found that members were often selected for membership of a group based on their willingness to 
hand over loans to the relative who introduced them to the NGO, thus creating an exclusion should 
there not be a willingness to part with the negotiated loan. In addition, information about other 
potential members and their default risks in the village was imperfect, as were their household 
management skills, so there was a tendency toward exclusion from the group. Power relations 
within groups also precluded some from becoming members. A lack of trust at the time of group 
formation may lead to potential members being intentionally omitted or excluded (Marr 2006), and 
any previous conflict in the village by the members of a household could give rise to exclusion from 
membership of the group (Marr 2006). 
 
Sinha (2009) reports that it is common for NGO staff to work with the easiest potential clients and 
neglect those who were deemed to be too poor to be able to sustain their membership and weekly 
meeting and savings regimes. The village women who were judged to be too poor or who had 
previous bad experiences of loan default were excluded by NGO staff. Other reasons suggested for 
exclusion included caste, irregular incomes precluding regular savings patterns, being illiterate, and 
having had previous disagreements with women in the groups. Targeting by gender (Greeley 2005) 
caused married women or widows with children to be the preferred clients in the age range of 18–
55 since they would not run away from the village (Sinha 2009). Caste is also a criterion for 
exclusion from savings and loans groups (Sinha 2009)1617. According to Sinha, “there is sometimes 
                                                     
16 In an Indian context, the social stigma, economic backwardness and vulnerability experienced by people belonging to 
the “untouchable castes” (indicating that no physical contact including the acceptance of food or water is permitted with 
members of these castes due to their ritually polluted or unclean nature), is acknowledged in the Constitution of India. 
Special provisions in Articles 340, 341 and 342 include a list of castes and tribes entitled to special benefits from the 
government (Planning Commission 2011). Untouchable castes (Dalits) are now referred to as Scheduled Castes (SCs) 
and Scheduled Tribes (STs). According to the Mandal Commission (1980) and the Planning Commission (2011), the 
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a policy of systematic exclusion of the poorest of the poor by NGO staff” (2009:37). In addition, 
Schurmann and Johnston (2009) argue that microfinance is not an inclusive approach to poverty 
and should be accompanied by other interventions especially those relating to infrastructure and 
service provision. Distance from opportunities to participate in urban economies, cultural exclusion 
through purdah restrictions and economic exclusion all prevent participation and thus inclusion in 
MCP (Schurmann and Johnston 2009). Lack of awareness of MCP and of the likely benefits that 
flow from such programs also caused exclusion (Gaiha 2001). 
 
Research, as previously noted, into the factors that cause exclusion has been very limited. 
Literature merely reports that the poorest of the poor are excluded (Datta 2004; Nawaz 2010; 
Planning Commission 2007) and promotes the need for further research (hence this study) into the 
reasons for such exclusion from microcredit programs. For instance, Remenyi (2000) and Imai et al. 
(2010) found that microcredit programs target those who are not poor and conclude that further 
research is needed in this area. Mayoux (1998) states that there is a pressing need for research on 
microcredit services for the poorest of the poor women through systematic, policy-focussed, 
participatory action research.  Hulme and Mosley (1996) note that further research in this area of 
exclusion is required, whilst Morduch (1999, 2000) asserts that greater attention needs to be paid to 
"who is being serviced" by microcredit programs since many non-poor benefit from such programs 
which are supposed to target poverty alleviation of the poorest of the poor women. Arun and Hulme 
(2008) argue that microfinance programs are the way forward for the poor to reduce poverty if they 
are involved in such programs. Halder and Mosley observe that “failure to reach … the poorest of 
the poor has been a recurrent criticism of microfinance” (2004:403). These observations present the 
opportunity for identifying a gap in current knowledge which this research has endeavoured to fill. 
2.6 The research gap and a proposed conceptual framework 
 
The purpose of this section is to draw together the literature discussed in the preceding sections 
and to reflect this past research in a conceptual framework that depicts the current process of 
                                                                                                                                                               
GOI has set minimum access and service quotas for lower caste members, especially in areas such as education and 
employment, using data obtained from the national census. The government lists consist of SCs, STs and Other 
Backward Classes (OBCs) and include over 3,000 categories of occupation (Mandel Commission 1980). 
17 “"Scheduled Caste" refers to the former untouchables, and "Scheduled Tribe" refers to those who are, loosely 
speaking, India's aborigines. India's constitution, which provides schedules listing specific castes and tribes as "SC" and 
"ST," respectively, recognises these categories. "(Other) Backward Caste" (OBC) is a more recent administrative listing, 
and it refers to caste groupings that are neither upper caste nor listed in the schedules for SCs and STs. The distinction 
among SC, ST, and OBC is an important one in the Indian context: members of these groups were historically 
disempowered and oppressed by other groups, and discrimination against them continues to some extent. Specific 
state benefits, such as positions in the government bureaucracy, are earmarked for members of these groups” (Krishna 
2003:1172). 
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microfinance operation incorporating social and human capital, and exclusion. The proposed 
framework attempts to set out the social, financial and human interactions that take place as part of 
an MCP involving self-help groups in India. 
 
The overarching research question for this study is “How effective are microfinance programs in 
alleviating poverty amongst the poorest of the poor rural women in Tamil Nadu, India?” In order to 
answer this question, research sub-questions were previously proposed and are restated:  
 
1. To what extent and under what conditions have loans through microfinance 
    programs been granted to the poorest of the poor women in Tamil Nadu, India? 
2. What are the benefits of microfinance programs for village women? 
3. Are the poorest of the poor women excluded from assistance from microfinance    
    programs in Tamil Nadu, India? And, if so, how? 
4. What social, cultural, business and environmental factors influence exclusion or   
    inclusion of the poorest of the poor women in microfinance programs?  
 
As previously noted in Section 2.4.2, the formation of women’s groups is facilitated by NGOs. As 
noted by Coleman (1998), Armendariz de Aghion and Morduch (2005), and Onyx and Bullen 
(2000), people of like mind and similar aspirations readily join together for a common purpose. The 
weekly meeting, saving, discussion, and training regime facilitated by the NGO for self-help group 
members enables women to bond together as they get to know each other better. Since they often 
come from the same village, they may enter the self-help group with an established level of trust for 
each other or develop trust through shared experiences. The local features of society, such as 
caste, religion, geographical location, infrastructure (or lack thereof), employment opportunities and 
type, could impact on the trust and bonding within the group. Further, group members bring to the 
group previous trust, associations, contacts, or membership of other groups with whom some 
connection in the form of networking or bridging is possible. Networking and/or bridging may result 
in access to additional resources such as human capital in the form of training and knowledge 
which enables the group to undertake collective or individual activities for their benefit of the 
community. Further growth of bonding and trust may result in collaboration and collective action in 
the community (Mosley, Olejarova and Alexeeva 2004; Mosley and Rock 2004; Sen and Dreze 
1999). Collective action especially action which generates benefits and enthusiasm in the 
community, may also have a reinforcing impact on members of the group and encourage further 
participation. Thus, recognition in the community and growth of self-esteem may lead to increased 
self-confidence and growth of human capital for individual members of the group. Based on these 
understandings the conceptual framework suggests there is a cyclic process of capability growth 
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(including social and human capital growth), activity, and reinforcement, building on the initial 
process of NGO facilitation. Figure 2.1 provides a representation of the conceptual framework.  
 
Figure 2.1 Conceptualising the process of social capital growth in self-help groups 
 
 
 
This framework is derived from consideration of the practical processes set out in Sections 2.3.4 to 
2.5.3 and from the literature identified as relevant to the operation and maintenance of self-help 
groups in the Indian context. In particular, the literature identifies trust, bonding and networking as 
social capital notions that enable people to become more capable and less prone to poverty (Sen 
2000). Social embeddedness and the enhancement of human capital through MCP approaches, 
enable women to participate in self-help groups and/or other community activities, thus contributing 
to improved community wellbeing provided they are not excluded. 
 
In this framework, it is assumed that activities commonly sponsored by the NGO and relying on the 
limited pre-existing trust, friendship and shared knowledge of self-help group members (Rankin 
2002) have the effect of bringing members closer together and thus enable bonding into a close knit 
and more unified group. It assumes that regular meetings and common goals generate a closer 
affinity between members who then work towards goals that include savings and personal and team 
achievement (Glemain 2009; Ibrahim 2006; Sen 1999; Thorp et al. 2005). The development of 
closer bonds between members of self-help groups is also expected to be conducive to enhancing 
the level of trust that members feel for each other (Putnam 1993, 1995; Thorp et al. 2005; Uslaner 
2002). This approach is in keeping with Rankin’s claim that “this form of social capital builds an 
enabling environment to confront poverty alleviation through self-help” (2002:2). In the conceptual 
framework, enhanced trust in each other might enable the self-help group members to receive 
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training and education, thus enhancing their human capital and enabling them to work together on 
collective actions either as individuals, or as a group with their community. These assumptions draw 
on Uslaner who suggests that collective experience “plays a critical role in shaping trust” (2002:23). 
 
However, if exclusion is permitted and present either in the community or the NGO selection 
processes, limitations are placed on self-help group membership and consequent participation 
(Ibrahim 2006). Hence, a loss of potential social capital might result for the group. A lower level of 
social and human capital could result from the loss of ideas, initiative, contacts, knowledge, 
experience, and possibly assets that other potential excluded members might bring into the self-
help group if they were invited or allowed to join (Gore and Figueiredo 1997). In this context then, 
awareness of exclusion and the loss of these attributes by the self-help group may diminish the 
ability of its members to bond and create a trusting environment (Walzer 1998). If exclusionary 
practices are present, Sen’s (1999) agency and wellbeing freedoms are diminished, resulting in 
reduced opportunity and personal disadvantage (Sen 1987, 2004a). Accordingly, further deprivation 
and exploitation is likely to be experienced by the excluded (de Haan 1999; Sen 2000; Silver 2007).  
 
The conceptualisation of social capital growth in Figure 2.1 suggests that social capital may be 
enhanced more widely through women employing both functions and capabilities in self-help groups 
within a framework of trust and inclusive bonding, resulting in opportunities for bridging and / or 
networking arrangements that may bring benefits to all members (Ibrahim 2006). Self-help is linked 
to what Sen calls agency and freedoms (Sen 1999, 2000). These are a person’s achievements and 
opportunities in the context of their personal advantage (Sen 1987, 2004a), with agency freedom 
referring to a person’s ability to pursue goals other than their own. Self-help is the mechanism 
through which agency freedom is exercised as the poor undertake initiatives to achieve individual 
and collective goals which focus on lifting themselves out of poverty (Ibrahim 2006).  
 
This conceptual framework highlights the inclusive environment facilitated through the NGO group 
selection process that could result in self-help group membership being more open and available to 
all community members rather than just to a select group from the community. Thus, features of 
society’s make-up and factors that generate exclusion (influences which include caste, religion, 
language, employment, location, and infrastructure) might be capably managed within the group 
formation process (Ibrahim 2006) to create an inclusive environment and applied to the 
circumstances of the local community. However, these features may also identify people within the 
community that prefer to form self-help groups according to their own special profile or identity such 
as caste or religion, so as to provide greater access and participation options for vulnerable or 
64 
 
marginalised women. Research question three seeks to ascertain if poor women are excluded from 
microfinance programs. Interviews with directors of NGOs and self-help group participants will 
reveal if this proposed framework operates in the manner set out in Figure 2.1.  
 
The relevance of such a framework to the self-help group within the Indian context lies in the 
recognition that self-help group initiatives are crucial for promoting the capabilities of the poor 
provided they are not excluded from membership. Microfinance loans for self-help group members 
are conditional upon members’ active participation, and participation is dependent upon inclusion. 
An important question is whether self-help groups allow members to participate and seize new 
opportunities, and collectively (or individually) invest in financial, human and social capital using 
networks or other bridging opportunities that may become available. In addition, do members 
develop sufficient trust in each other to bond and work together for the improvement of the whole 
village community or are the members only interested in their own individual circumstances? It is 
possible that local features of society (for example caste, religion, geographic location, language, 
and occupation), influence the development of trust and the extent to which self-help group 
members are able to work together. If self-help group members work together, do they empower 
members to participate in grassroots and local governance through the added credibility and self-
confidence that membership might provide? Socially, self-help groups have the potential to nurture 
social and human capital and enhance the bargaining power and self-esteem of members (Ibrahim 
2006). Each of these functionings – Sen’s basic building blocks for CA – provide members with the 
freedom to choose and possibly access better health, political participation, literacy, small business 
involvement, closer community ties and enhanced self-respect, ultimately leading to their elevation 
above the poverty line if the process is effective (Schischka et al. 2008; Sen 1993, 1999, 2000).  
 
Whilst Sen’s functioning’s may require material inputs, for example medicines, books, loans, or 
training, poverty alleviation programs that simply provide these goods without consideration of 
participants’ capabilities might fail or become merely welfare (Ibrahim 2006; Schischka et al. 2008; 
Sen 1999, 2000). The freedom to use goods provided by a poverty alleviation program brings 
changes to participants’ opportunities and destiny, and the opportunities and destiny of others in a 
mutually enabling environment (Sen 1999, 2005). Notions of freedom, functionalities (the act of 
doing) and capabilities (the freedom and ability to do those acts) are fundamental considerations for 
self-help group members and NGOs facilitating self-help groups. Self-help is based on the freedom 
of the poor to choose the lives they value and the ability to use their capabilities to effectively 
achieve those aspirations without the constraints of exclusion (Ibrahim 2006; Sen 1999, 2002).  
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The excluded are often more skilled in aspects of basic community life since they are professionals 
at survival according to Chambers (1995). They commonly face discrimination, stigma and 
powerlessness. The ability of such individuals to come together to form groups in various ways 
(often in partnership with aid organisations), and share their concerns provides a basis for personal 
and community development of capacity or capability (Garikipati 2008; Thorp et al. 2005; Silver 
1994) and it is a means of growing both social and human capital. However, inclusive group 
formation for disadvantaged people is a means of creating the ability to challenge existing 
exclusionary practices (Narayan 1999; Silver 2007). Significantly for this study, when some groups 
are formed among the poor, they often exclude the poorer and weakest individuals (Hulme 2008; 
Silver 2007), perhaps because these individuals are not trusted or because they lack networking 
potential or a connection with people in authority in the community.  
 
Collective action for the improved wellbeing and alleviation of poverty in the village by self-help 
groups may be enhanced through additional resources, training, education, knowledge, support or 
partnerships developed through bridging or networking activities external to the group, although 
such bridging and/or networking is not mandatory for successful collective action. The framework 
suggests a reliance on a cyclical process since the feedback and reinforcement of training and new 
knowledge, including any networking opportunities, provide an enhanced environment for the 
continued operation and growth of the self-help group. This enhanced environment results from 
increased self-esteem, increased self-confidence, and a heightened recognition in the community of 
the value of the self-help group and its members. The impact of participation on individuals’ poverty 
is conditional on access to membership, the extent of individuals’ capabilities, and the existence of 
social capital, as trust or bonding, within the group (Bergeron 2003; Dalgic 2007; Sanyal 2009). The 
consequence for poor people with limited or no access to participatory opportunities is a continued 
life of poverty – deprived of the opportunity to build capability and process to exercise freedom and 
choice.  
 
Because of the wide range of opinion regarding definitions of poverty and ways to alleviate poverty, 
exclusion, social and human capital and the favourable and unfavourable comments regarding the 
uses of microfinance, Table 2.2 sets out a summary of the main themes and prominent authors 
explored in this review of the literature concerning poverty, social capital, microfinance and 
exclusion. 
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Table 2.2 Summary of themes and authors of literature on poverty alleviation 
Topic Theme Author  Observations 
Poverty 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Poverty definitions 
 Economic and 
development 
focus 
 
 
 
 
 Income 
deprivation 
and exclusion 
 capability 
deprivation 
 
 Capability 
approach 
 
 Extent and 
effects 
 
 
 
 Causes of 
poverty 
 
 
Green and Hulme 2005; Sen 1999; Dreze and Sen 
2002; Mbonda 2004; Koubi 2004; Hudon 2009 
European Commission 2005; World Bank 2001; United 
Nations 1998 
 
Sen 1999; Bernardo 2005; Spicker 2007 
World Bank 2009 
 
Sen 2000, 2004; World Bank 2002;  
 
 
 
Dreze and Sen 2002; Krishna 2010; Stiglitz 2011 
 
Sen 1999, 2000, 2004; Robeyns 2005, 2006; Tiwari 
2007; Fukuda-Parr 2011; Ibrahim 2006 
 
World Bank 2002; ADB 2000; UNFPA 2002; Pritchett 
2006; Jha 2009 
 
 
 
Marx 1867; Sen 1999,2000; World Bank 2009; Parker 
and Kozel 2007; Narayan et al. 2003; Spicker 2007; 
Moodie 2008 
 Contested definition 
 Human right violation conceptualisation 
 Deprivation and exclusion focus 
 
 
 Poor relationships exclude people from 
higher incomes 
 
 Low human capital denies access to 
higher incomes 
 
 Poverty defined as deprivation of 
capability 
 
 CA is a useful tool to assess poverty, 
inequality and wellbeing 
 
 46% of world’s population lives on 
incomes below poverty lines with vast 
majority living in rural areas 
 
 Capitalism and deprivation of freedom 
 Low Incomes 
 Limited opportunity 
 Gender discrimination 
 Weak community organisations and poor 
social and human capital 
Mechanisms 
for poverty 
alleviation 
 Social welfare 
 
 
 Food aid/ 
financial 
grants 
 
 Participation in 
community 
 
 Social and 
human capital 
use 
 
 
 
 
 
 Strengths and 
weaknesses of 
microfinance 
intervention 
Ortiz 2007; OECD2008; Weiss 2008; Sen 1979 
Whitehead 2011; Bovin and Farvaque 2006  
 
Barret and Swallow 2006 
Weiss 2008 
 
 
Giddens 1998; Shortall 2009; Silver 1994; CPRC 2010; 
Kantor 2009 
 
 
Putnam 1993, 2001; Woolcock 1998, 2001, 2004 
Uslaner 2001,2002,2004; Rankin 2001,2002 
Sanyal 2009; Lin and Ao 2009 
Salais 2007; Yunus 2007; Dalgic 2007 
 
 
 
 
Joshi 2006; Garikipati 2008; Karlan and Goldberg 2011; 
Marr 2006; Stiglitz 1990 ; Remenyi 2000; Srinivasan 
2009 
 
 Redistribution of resources by state from 
wealthy to poor 
 
 Responses to natural and emergency 
disasters 
 
 Human agency leads to self-help 
 Participation enhances self-esteem and 
skills 
 
 Enhanced trust and education in 
community leads to poverty alleviation 
 Inclusion and participation grows social 
capital and increases trust, bonding and 
networks 
 
 Expand social capital 
 Provide access to credit 
 Enable collective action in communities 
 Alleviate poverty 
 Empower women 
 Peer pressure ensures repayment 
 MFIs/NGOs pressure poor to take more 
loans. 
 Corruption in programs 
 Poor excluded from MCP 
Social 
exclusion 
 Broad 
definition 
De Haan 1998; Somerville 1998; Steinert 2007; Levitas 
et al 2007; Sen 2000; Dreze and Sen 2002 
 Contested concept 
 Broader than poverty 
 Prevention of participation in community 
activities 
  Exclusion and 
microfinance 
Hulme 2000; Thorat 2007; Kantor 2009; Marr 2006 
Yunus 2003; Shortall 2009; GOI 2011; Ibrahim 2006; 
Planning commission 2011; Hulme and Mosley 1996 
 Poorest do not always benefit from MCP 
 Collective action in communities reduces 
exclusion 
 Collective action enables growth of 
collective capabilities 
 Caste in India cause for exclusion 
Need for 
research in 
exclusion 
from MCP 
 The research 
gap  
Mosley and Rock 2004; Sen and Dreze 1999; Sen 
1987,1993,2004; Ibrahim 2006; Silver 2007 
Need to examine the process in order to: 
alleviate poverty, increase participation and 
give more opportunities to the poor 
Conceptual 
framework 
 Conceptual 
framework for 
study 
Sen 1999, 2000; Chambers 1995; Rankin 2002 
Uslaner 2002; Garikipati 2008 
 Framework highlights social capital (trust, 
networks) creating opportunities to 
participate 
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2.7 Summary 
 
This chapter sets out the theoretical perspectives of poverty, microfinance and exclusion and the 
relationships between them. Relying on Sen’s (1999) definition, poverty was defined as capability 
deprivation. The extent and effects of global poverty were discussed and a range of poverty 
alleviation mechanisms used in practice was reviewed. These included the welfare safety-net 
approach, direct financial and food aid, and participation as a means to inclusion so as to build 
social and human capital through trust, bonding and networks.  
 
Microfinance was reviewed as a poverty alleviation mechanism for generating community 
involvement and enhancing social embeddedness. Literature both in favor and critical of 
microfinance was reviewed and this literature highlighted the concept of exclusion which was 
discussed in the context of microfinance applications. Social exclusion has more broadly 
incorporated Sen’s definition of poverty as capability deprivation. A research gap was identified in 
the literature. This gap is the lack of consideration of the reasons for exclusion of the poorest of the 
poor from MCP. Identifying this gap enabled a conceptual framework for this study to be formulated 
relying on the theoretical foundations for CA set out by Sen (1999, 2000). The conceptual 
framework included exclusion and social capital. This chapter reviewed the role of social capital 
within self-help groups because social capital is employed to both complement current capabilities 
and nurture potential new capabilities within groups (Schischka et al. 2008).  
 
The next chapter addresses the nature and extent of poverty in India, in addition to the avenues 
available for the poor to access finance to satisfy their needs and aspirations for income generation 
through employment and small business creation within an inclusive environment. Chapter Three 
also discusses the response of the GOI in utilising microfinance as a poverty alleviation intervention 
in India. 
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Chapter 3 Understanding the research context: poverty in India 
3.1 Introduction 
 
The previous chapter presented a theoretical perspective of exclusion and its relationship with 
microfinance and poverty. In that chapter exclusion and poverty were found to have a close and 
symbiotic relationship, such that Sen’s (1999) core view of poverty as capability deprivation 
encompasses both exclusion and poverty. This chapter provides a review of the nature and extent 
of poverty in India so as to understand the need for poverty alleviation programs and thus the 
potential benefits of microfinance. The purpose of this review is to provide a context for the study 
and examine the factors that impact on MFIs and their clients, noting that those clients are the 
village women who have not been excluded from membership.  
 
This chapter reviews the level of poverty and the responses of the GOI to develop suitable 
interventions to address the problem of poverty. Section 3.2 provides a review of poverty in India 
and in Tamil Nadu in particular. Section 3.3 reviews a range of Government of India (GOI) 
interventions in response to poverty whilst Section 3.4 reviews the microfinance and self-help group 
intervention approach utilised in India and examines the effectiveness or otherwise of microfinance 
as a poverty alleviation response. A summary of the chapter is given in Section 3.5.   
3.2 Poverty throughout India 
 
In India some 28.7% of rural people and 13.7% of urban people (approximately 270 million people 
in total, with a country average of 21.9%) live in poverty (GOI 2010; PC 2011). The majority of the 
world’s poor live in rural areas including rural areas of India. According to Rao et al. (2008), 72% of 
the 1.21 billion of India’s population live in 630,000 rural villages (GOI 2011). Whilst agriculture is 
the most important sector of the Indian economy from the perspective of poverty alleviation and 
employment generation, the total workforce engaged in agricultural pursuits declined from 76% in 
1991 to 50% in 2010 (GOI 2011)18. Drought in any year can affect survey data acquired by the 
NSSO.  
                                                     
18 Whilst 25.7% of people in the rural areas were below the poverty line, 13.7% in urban areas were also BPL for 2011-
12. This is comparable with 33.8% and 20.9% respectively in 2009-10 and 42% and 25.5% respectively in 2004-05 
(Planning Commission 2013). The level of poverty felt by SC/STs for these same years was 40.6% and 35.5% (rural 
and 53.5% and 62.3% (urban) for 2004-05 and reduced to 31.5% and 45.3% (rural and 21.7% and 24.1% (urban) for 
2011-12 (Planning Commission 2013). 
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Anti-poverty programs have featured prominently in all of the GOI’s five-year development plans.  
Since India's political independence in 1947, these programs have helped to some degree in 
reducing poverty.  In 1973, 56% of the Indian population was below the poverty line compared with 
27% of the population in 1994 (Planning Commission 1999). By 2011, this percentage had 
decreased to 21.9% (represented by 28.7% of rural people and 13.7% of urban people) or 270 
million people.  The decrease in poverty statistics results partially from the use of a revised GOI / 
RBI method of setting the Indian poverty line (GOI 2011a; RBI 2011).19 
 
The economy of India is based in part on planning in GOI-initiated five-year plans, developed, 
executed and monitored by the Indian Planning Commission. Despite this extensive planning 
process, the percentage of the population living below the poverty line remains at a surprisingly 
high level considering the industrial growth that has taken place throughout the country (Datt and 
Ravallion 1998; Meenaleshi and Ranjan 2002). The Planning Commission (2007) in its summary of 
the 11th five-year plan covering the period 2007–2012 maintains that technology and finance hold 
the key to poverty reduction in India. However the commission asserts that the poor do not have 
access to the formal banking sector due to their poor literacy, lack of adequate collateral, and lack 
of retail banking outlets20 (Planning Commission 2007). 
 
Poverty remains widespread throughout India, despite decades of investment in poverty alleviation 
programs and extensive research and policy literature. A broad range of literature on levels and 
trends in income-related poverty has developed following the production of India’s long-running 
National Sample Survey (NSS) (Parker and Kozel 2007). In this regard India has led the world, with 
sample surveys conducted as early as the 1940s, and analysis providing the basis for calculating 
poverty lines which informed India’s national development plans (Parker and Kozel 2007). 
Additionally, India has a rich tradition of undertaking rural village survey studies, with data 
contributing to the NSS and GOI planning and policy regimes (Bhide and Mehta 2004; Parker and 
Kozel 2007). Despite this wealth of data, the slow pace of poverty reduction in many of India’s 
poorest states suggest that poor Indian households experience constant chronic deprivation, 
                                                     
19 For additional explanations of the rationale and impact of the revision of the method for setting the Indian poverty line 
see Expert Group on Methodology for Estimation of Poverty: Press Notes on Poverty Estimates (GOI 2011, 
2013)available at  http://planningcommission.nic.in/reports/genrep/Press_pov_27Jan11.pdf . 
20 Because of remoteness and isolation there are 72,825 villages in India without a bank agency for potential account 
holders. Each of these villages has more than 2,000 inhabitants (RBI 2011). According to the RBI (2011), an increased 
awareness of the benefits of saving for women and households, obtained through self-help groups or bank agencies, 
provides additional opportunities to increase access to financial services including credit and thus reduce exclusionary 
tendencies associated with isolation and limited access to banking facilities (Srinivasan 2003). Increased awareness of 
the availability of finance could also be facilitated through increased bank agency coverage (Srinivasan 2003). 
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exclusion and neglect. It is no coincidence that poverty in India tends to cluster among social 
groups (such as low-caste and female-headed households), that are the traditional targets of 
stigma, segregation, corruption and discrimination (Bhide and Mehta 2004; Bonu et al. 2009; Dreze 
and Sen 2002; Gang, Sen and Yun 2008; Mitra 2008; Rao et al. 2009).  
 
Poverty in India is, however, largely associated with being excluded, marginalised and/or landless. 
The Indian National Sample Survey for 2003-04 estimated that 31% of India’s rural population are 
landless (GOI 2009).  Access to physical capital is therefore crucial for this sector of the population. 
Overall data for the country, whilst based on aggregated household data, reveals that women are 
disproportionately affected by poverty (Ghosh 1998). Appendix B provides a table of basic facts 
including economic and population data on India.  Women have less access to land, poorer health, 
lower average education levels, higher dependency ratios, and, according to Sen (2002:250), “less 
voice”. Poor households also tend to have a higher proportion of adult females (Ghosh 1998). 
Further, the percentage of BPL increases sharply if one includes those who do not have access to 
safe drinking water, adequate clothing or shelter, and those who are in other ways vulnerable 
through illiteracy, old age, ill-health, or unemployment (Pradhan 2006; Tiwari 2007). Although the 
GOI provides the official rural poverty level of 28.7% (people living below the poverty line), 
malnutrition affects 46% of India’s children (Mehrotra 2006) although girls are often marginalised in 
non-poor households and this may inflate the data. Malnutrition may not be an indicator of broader 
poverty as children particularly girls are often marginalised in non-poor households 
 
Another very pertinent and (for India) significant variable for consideration is the issue of caste. 
Women, especially those of SCs and STs, are subjected to inordinate amounts of deprivation and 
limitations simply due to their social status (Borooah 2007). Because of their caste, these women 
are also particularly vulnerable to corruption and abuse (Dreze and Sen 2002; Gaiha and Kulkarni 
2002).  According to GOI (2011) 16.7% of India’s population are SCs, whilst 8.6% are STs, 
representing 260 million people. Tamil Nadu has 7.2% of the country’s SC population. Tamil Nadu’s 
population is comprised of 20% SC and 1.1% ST (GOI 2011). Articles 46 and 14 of The Constitution 
of India respectively legislate against social injustice and exploitation and also provide equality 
before the law. The SCs and STs face additional vulnerability which arises from gender imbalances 
within India’s population in general, and SCs and STs specifically (GOI 2011). The 2011 Indian 
census also reveals a further decline in the number of girls under seven (GOI 2011). This issue is 
pertinent to the research being undertaken in this study since there are poverty-related implications. 
In Tamil Nadu, the ratio declined from 985 females to 1000 males in 1961 to 942 to 1000 males in 
2001 (Agnihotri 2005; GOI 2001) and is recorded as 996/1000 males by the 2011 census (GOI 
72 
 
2011). Female infanticide is cited as being a likely cause, resulting from the pressure felt by 
mothers and families to provide for future education, health, costs of upbringing, and dowry, when a 
female child is born (Agnihotri 2005). Studies in Vellore District of southern Tamil Nadu (George et 
al. 1992; Natarajan 1997), found that female infanticide is more likely to occur in remote rural 
villages where the population is less educated and more vulnerable because of a lack of health 
facilities, health advice, and a preparedness to take risks.  
3.2.1 Poverty in Tamil Nadu, India 
 
Poverty in Tamil Nadu State of India is widely acknowledged (GOI 2011; Tiwari and Fahad 2006; 
World Bank 2009). Of the 72 million people in the state (GOI 2011) 6 million (16 %) live below the 
poverty line with the majority of these people residing in rural areas. They are mostly landless 
agricultural workers and small farmers affected by drought, lack of education, poor infrastructure 
and poor health services. Because of caste and gender, many are excluded from the economic and 
social improvements of the state. Accordingly the World Bank has funded a range of water and 
irrigation, and advanced rice growing programs (World Bank 2009). Tamil Nadu is one of India’s 
driest states with an average of only 925 mm of rainfall per year, making subsistence farming a very 
marginal occupation. The Tamil Nadu State Government has issued 19.7 million ration cards to 
residents. These cards entitle them to receive free or subsidised rations because of their low 
income status. Three types of ration cards are on issue. Antyodaya ration cards are provided to the 
poorest of the poor enabling them to access subsidised food and clothing.  BPL cards are issued to 
those who are classed as having a score of less than 15 out of 52 in the criteria managed by the 
BDO. This allows them to access 35 kgs of rice and clothing at reduced prices. Above the Poverty 
Line (APL) ration cards are also issued to poorer citizens allowing them to purchase 35 kgs of rice 
at reduced prices.  A summary of living conditions in the state is shown in Table 3.1. This data is 
derived from the GOI Census (2011) and reveals a high level of poverty and lack of facilities 
conducive to wellbeing. 
Table 3.1 Poverty indicators for Tamil Nadu State  
Indicator  No. Data expressed as % of 
total population 
Ration cards on issue 19.7 mil 27 
People who use water from untreated source 25 mil 35 
Latrine available – urban 
                          rural 
55 mil 
12 mil 
76 
17 
Access to bath facility – urban 
                                    rural                                                  
40 mil 
10 mil 
56 
14 
Literacy rate – males 
                      females   
28.3 mil  
24.0 mil  
86 
73 
Access to banking facilities – urban 
                                          rural 
43 mil  
32 mil  
60 
45 
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Female infanticide has been identified as a feature of poverty in Tamil Nadu, and the State 
Government has implemented awareness and education programs on this issue, particularly for 
people living below the poverty line (Srinivasan 2006). Studies reveal that women have become 
more aware of remedies to prevent female infanticide through the implementation of microfinance 
programs. Access to credit for women, especially those who are BPL, enables them to make better 
choices regarding education, health and other life issues (Srinivasan 2006). Through microfinance 
self-help group membership, poor women are involved in discussions addressing the prevention of 
female infanticide.  Whilst this aspect of caste is one of the many dimensions of poverty and 
vulnerability faced by the poorest of the poor women in Tamil Nadu, exclusion from participation in 
MCP risks ongoing disparity despite central government interventions in the banking system. 
3.3 Indian government responses to poverty through banking 
interventions 
 
The GOI has maintained a long history of involvement in poverty alleviation programs and in rural 
credit institutions in particular to provide access to credit (Garikipati 2008; Joshi 2006). Rural 
cooperatives commenced in India in 1891, but proved to be inadequate to cater for the demand for 
credit. They operated until the 1969 when 14 private banks, which also supplied small amounts of 
credit to individuals, were nationalised, and required to open more rural branches (Garikipati 2008; 
Joshi 2006). This was the first of many interventions in India’s financial system by the GOI (Bhasin 
2006; Garikipati 2008; Joshi 2006; Swain and Wallentin 2009). In recognition of the challenges of 
the rural poor in accessing formal credit, the Regional Rural Banks (RRBs) were established in 
1975 (Joshi 2006). This increased the geographical spread and the operational reach of banks in 
rural areas, and enabled easier access to banking services and formal credit for the rural poor who 
only had access to limited credit through informal sources such as employers and moneylenders. 
Because of the substantial increase in bank branches available to users, the average population 
covered by a bank branch declined from 65,000 people in 1969 to 12,800 people in 2003 (Basu and 
Srivastava 2005). However, these efforts were ineffectual because credit remained concentrated in 
the hands of the larger landholders and cultivators. Additionally, banks were reluctant to adopt the 
concept of poverty alleviation through microfinance because this was not part of their normal 
business culture, and low repayment rates resulted in losses (Joshi 2006). 
 
In addition to the changes in banking processes and structures, the GOI promoted a series of 
central government programs such as the Integrated Rural Development Program, the Prime 
Minister’s Rojgar Yojana, Training for Rural Youth for Self-Employment and Swaranjayanti Gram 
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Swarozgar Yojana21. However, these programs were found to be poorly targeted and open to 
corruption and they failed to achieve their objectives (Kozel and Parker 1999; Planning Commission 
2009; Rath 1985; Sharma 1997).  Microfinance was a significant component of these programs.  
3.4  Microfinance as an intervention to alleviate poverty in India 
 
The GOI has supported the direct strategy of microfinance as a tool in its policy intervention against 
poverty and has now accepted microfinance as a methodology for providing financial services to the 
poor (RBI 2011).  The microfinance industry has evolved into an independent yet parallel financial 
system within the formal banking system, with variations. These include individual and group-based 
approaches22 (Satish 2001), where the group is the client of the banking institution or microfinance 
institution rather than the individual.  Not only does microfinance aim to alleviate or combat poverty, 
but it also aims to develop the financial systems of the country or region through improving the 
institutional banking capacity and capability (Morduch 2000; RBI 2011). The production and 
consumption needs of the poor are often satisfied through microfinance programs. Loans create 
jobs for the unemployed through new business openings (Khandker 2003), thus enhancing the 
social and economic environment of the region. NGOs and MFIs regard MCP as a "bottom-up" 
approach to poverty alleviation because of the participation by community members in non-credit 
community programs sometimes run by NGOs or other community-based organisations for the 
benefit of the community (Rahman and Razzaque 2000). Non-credit programs may include poverty 
alleviation interventions to provide water, sanitation facilities, employment creation and income-
generating schemes, and agricultural and vocational training (Jha 2002; Kozal and Parker 1999; 
Remenyi 2000). 
 
MCPs have undergone operational and administrative changes by being linked to the banking 
process in order to benefit the rural poor. Garikipati (2008) reports that by March 2007, 2.5 million 
self-help groups covering 40 million households operated throughout India. This expansion was 
                                                     
21 In 1992 The National Bank for Agriculture and Rural Development (NABARD) was established by the GOI to 
“promote sustainable and equitable agriculture and rural prosperity through effective credit support” (2010:1). NABARD 
provides a refinancing facility to banks for a variety of programs that a mainly associated with rural development 
including infrastructure.   
22 For instance the Stree Shakthi program was introduced by the Government of Karnataka State in 2000. Its’ intent was 
to empower and provide economic benefit for poor women both rural and urban (Kavitha and Laxmana 2013). The 
program is based around self-help group formation and relies on both internal savings and loans by group members 
and external loans to generate small businesses and employment opportunities (Naganagoud 2011). Stree Shakthi is a 
program for SHG formation and is coordinated by the Department of Women and Child Development with over 120,155 
SHGs having been formed as at June 2012 (Kavitha and Laxmana 2013).  
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growing at 90% per year, with repayment rates of more than 95%23.  Swain and Wallentin (2009) 
claim that by 2009 microfinance programs had reached 121.5 million people, through 41,082 bank 
branches and 4,323 NGOs. NABARD alone services 6.9 million self-help groups, totalling over 138 
million women, through 446 bank linkages. In 1982, the National Bank for Agriculture and 
Development (NABARD) – India’s apex financial institution – introduced a more concerted effort to 
expand MCPs through its SHG-Bank linkage program. Self-help groups were actively assisted and 
introduced to commercial banking institutions and their loans were subsidised by NABARD (RBI 
2011). MCPs, through self-help groups, now service the credit and savings needs of millions (Sinha 
2008).    
 
Three types of self-help group models exist in India (Bansal 2003). The first model involves the 
bank and self-help group members only, where the bank acts as a self-help group-sponsoring or 
group-promoting institution.  The second model is based on a relationship developed between the 
bank, the facilitating agency, and the self-help group. Normally, a facilitating agency such as an 
NGO, a government or a community organisation forms groups and acts as the sponsoring agent, 
introducing the self-help group leaders to the banking system. The third model relies on the 
relationships between the bank, the NGO, the MFI, and self-help group members. In this model the 
NGO acts both as facilitator of the group and microfinance intermediary. Their purpose is to 
promote groups, nurture and train them and then approach banks for bulk loans for on-lending to 
self-help groups (Bansal 2003; Garikipati 2008).  
 
The Indian approach utilises the self-help group process, which is described by Bansal as “a small, 
economically homogeneous and affinity group ... poor, voluntarily formed to save and contribute to 
a common fund to be lent to its members as decided by the group and for working together for 
social and economic uplift of their families and community” (2003:24). In India, self-help groups 
comprise mainly women. They meet regularly (often weekly) under the facilitation of an NGO and 
the group collects equal contributions from each member (Rs 10-30 on average – A$0.15 – 
A$0.45).  Group formation is facilitated mainly through NGO or government agency arrangements 
with 72% of existing self-help groups being arranged in this way according to Garikipati (2008). 
Training is provided in simple account keeping. Savings are pooled and a formal bank account is 
                                                     
23 NABARD (2011) report that non-performing loans to SHGs amounted to 2.94% of their portfolio. However, in a survey 
of 302 participating banks (out of 446) 34.1% had recovery rates of greater than 95% whilst 33.1% had recovery rates 
in the range of 80-94%. 23.2% had recovery rates in the range 50-79% and 9.6% had less than 50 recovery rates. 
These low recovery rates may lead to further exclusion of the poor if it is believed that they are poor re-payers of loans. 
By contrast Kavitha and Laxmana (2013) report that recovery rates of 78% and 69% for internal and external loans 
respectively was regarded as acceptable in Karnataka State in a study of over 4400 SHGs. 
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opened in the group’s name for these savings, thus reducing transaction costs (RBI 2011). Through 
the weekly meeting regime, the election of office bearers, joint community work activities, and 
sharing of concerns and issues, group members develop team spirit, bond together and learn to 
trust each more other over time. Access to loan monies secured by self-help groups from either the 
sponsoring NGO or a local commercial bank (following introduction by the NGO) creates a common 
purpose or obligation for which the women then work either in a collective small business or in 
separate business initiatives to repay the joint loan.  
 
The funds saved by self-help groups are loaned internally to members. These funds also provide 
collateral for loans from the formal finance sector (Satish 2001) with such loans made to the group 
under a joint liability regime by finance suppliers.  The group liability structure creates incentives for 
group members to monitor each other’s loans (Stiglitz 1993) thus harnessing social capital to 
ensure borrowers repay their loans on time (Besley and Coate 1995).  Group meetings decide on 
the use of pooled savings for intra-group loans. Loans from the commercial bank are normally 
made after an introductory savings and training period of six months to build up collateral capital 
and to have a number of loan cycles completed within the self-help group (Swain and Varghese 
2011). Commercial banks commonly require a 30% deposit as collateral before lending to self-help 
groups. This arrangement is intended to save individual members from serious debt traps and 
empower them through decision-making, account and savings management, and member 
involvement (Bansal 2003; Fowler 1997). It is claimed that the introduction of the poor to the small 
enterprise sector allows them to be more self-reliant, create employment opportunities and create 
opportunities, for women in particular, to engage in economically productive activity (ILO 2003). A 
typical model24 of facilitation and nurturing of a self-help group though to maturity in India is shown 
in Figure 3.2.  
                                                     
24 For additional explanations of this process see Feroze and Chauhan (2010: 308–315); Garikipati (2008: 2621–2623); 
Greeley (2006: 255); Imai et al. (2010: 2–3); Khan (2009: 148–149); Sanyal (2009: 537); Swain and Varghese (2009: 2–
3); Swain and Wallertin (2009: 545–546). 
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Figure 3.2 A typical self-help group facilitation process  
MFI/NGO
facilitates SHG 
formation 
SHG Members establish 6 
month savings routine at 
weekly meetings
MFI/NGO introduces  SHG to 
Bank after savings routine 
established and bank account 
opened in name of SHG
Regular savings by 
SHG members 
continue
SHG seeks loan from 
Bank using  savings 
as collateral
SHG members use 
bank loan to make 
smaller loans to 
members
SHG members continue to 
make regular savings and 
repayment of loans using 
SHG Bank account
Bank loan is repaid by 
combined savings of SHG 
members
 
 
In addition, self-help group members use the regular meetings to discuss issues that are of vital 
interest to the community. Some of these issues are, however, very culturally sensitive because of 
their religious, gender or sexual health implications. Many of the issues would not normally be 
discussed in groups but for the existence of trust and bonding created as part of the self-help group 
facilitation process. Women of like mind and shared interests, who trust each other and have 
bonded together, discuss these issues and find potential solutions for the community, considered 
and acted upon collectively. There is strong evidence of the centrality of social capital to the 
success of microfinance programs (Anderson, Locker and Nugent 2001; Ito 2003; Joshi 2006; 
Khan, Rifaqat and Kazmi 2007; Rankin 2002). Additionally, the World Bank declares that “social 
capital is critical for societies to prosper economically and for development to be sustainable”. 
Moreover, “social capital increases with use, making it a particularly worthwhile investment” 
(2001:14). 
 
3.5 Summary 
In this chapter the extent of poverty both in India and in Tamil Nadu State were reviewed. Indian 
Government responses to poverty were also outlined in order to highlight the importance of poverty 
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and its treatment in Indian society. Indian government programs have incorporated a growing focus 
on the use of microfinance. However, the literature indicates that its delivery mechanisms were 
found to be lacking in community involvement, engagement and local ownership. A stronger focus 
on self-help groups within the village, with both direct and indirect funding support for village self-
help groups, resulted in a substantial expansion of the Indian model of microfinance delivery using 
self-help groups to generate participation and to alleviate poverty. 
 
The chapter is relevant because the research questions ask whether the MCP are effective and 
whether self-help groups in Tamil Nadu, India provide benefits to the poorest of the poor or whether 
exclusion prevents them from becoming members of self-help groups. It was important to review 
the extent of poverty as this provides the context in which the study was undertaken. This context 
also governs the methodology and research design for the study. The research design, 
methodology, main objectives and research questions for this study are detailed in the next chapter.   
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Chapter 4 Methodology 
4.1 Introduction 
 
The aim of this chapter is to describe the design and methods adopted for this study in order to 
respond to the research questions previously outlined in Section 1.4.1. To reiterate, those questions 
are: 
1. To what extent and under what conditions have loans through microfinance 
    programs been granted to the poorest of the poor women in Tamil Nadu, India? 
2. What are the benefits of microfinance programs on village women? 
3. Are the poorest of the poor women excluded from assistance under microfinance    
    programs in Tamil Nadu, India? And, if so, how? 
4. What social, cultural, business and environmental factors influence exclusion and     
    inclusion of poorest of the poor women in microfinance programs? 
     
In this chapter, Section 4.2 provides a background to the objectives and goals of the study whilst 
Section 4.3 outlines the research paradigm. Section 4.4 provides a rationale for employing 
qualitative methods for this study. The study setting and location are described in Section 4.5 whilst 
Section 4.6 presents an overview of the main data sources including the participant sample 
selection methods. Details of the data recording and analysis process are provided in Section 4.7 
and the ethical considerations for this study are presented in Section 4.8. The chapter concludes 
with a summary in Section 4.9. 
4.2 Background 
 
Chapter 1 noted that the main research question asked whether MCP were effective in alleviating 
poverty amongst the poorest of the poor women in Tamil Nadu. For their poverty to be alleviated 
through MCP these women need to be participants in the programs and not excluded from 
participation in MCP. Because the literature suggests that MFI and NGO practices do not ensure 
that the poorest of the poor are included in MCP, it is questionable whether their poverty is 
alleviated through this type of intervention (Duhs 2006; Morduch 1999; Remenyi 2000). The 
previous chapter also noted that the GOI had developed and implemented a wide range of poverty 
alleviation interventions over the past 20 years. Central to these interventions, especially in the past 
decade, has been the use of microfinance programs designed predominantly for women using the 
mechanism of village self-help groups. Accordingly, this study examines the exclusion of the 
poorest of the poor women from MCP in rural India by adopting a qualitative approach informed by 
a critical realist appreciation of personal experiences and community activity of affected women.  
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There are two overarching goals within the research questions listed in Section 4.1. The first is to 
add to the existing knowledge of participation in microfinance programs, including knowledge of 
how microfinance programs work in practice and how microfinance institutions implement their 
stated outreach policies (if such policies exists). The second goal is to use village participants’ 
responses to assess, in practice, how microfinance programs have impacted upon them, and to 
ascertain if the poorest of the poor women in Tamil Nadu have been included or excluded from 
participation. These goals provide an opportunity to compare policy and practice of microfinance 
programs through self-help groups. The research relies on the experiential knowledge and 
perspectives of those who are the targets of the policy and also those who deliver that policy at the 
frontline of development intervention. The study methods are therefore rooted in the open-ended 
tradition of participatory and qualitative research enquiry by involving the participants and drawing 
on their life experiences, feelings and knowledge through self-reflection, and documentation and 
analysis of those experiences.    
4.3 Alternative research paradigms 
 
The research paradigms used in previous research into the implementation and sustained 
management of microfinance programs, and especially the impact of those programs, can be 
broadly grouped within the scientific paradigms: positivism, interpretivism and constructivism, and 
critical realism. Each of these research paradigms has a specific ontology and epistemology that is 
relevant to the study of microfinance and each is considered briefly below. In this study “a multi-
layered, multi-causal web of interacting forces” (Oliver 2011:4) was the reality understood by the 
researcher and by drawing on further evidence provided by a range of participants, a new deeper 
understanding was derived. 
4.3.1 Positivist approach 
 
The positivist tradition has its roots in the work of Descartes and Mill and was later endorsed and 
expanded by the Chicago School of Economics (Boland 1997; McCloskey 1989; Wilber and 
Wisman 1975). This tradition emphasises the need for a theory to be tested against the empirical 
evidence. Truth is revealed as data independent of the observer and yet uncovered through the 
application of scientific methods by a neutral observer (Hulme 2000; Mosley 1997). In studies of 
microfinance, and of their impact on the lives of women participants in particular, a variety of 
scholars have adopted this approach. They include Hulme (2000), Morduch (1999), Khandker 
(1995) and Pitt and Khandker (1998). Using quantitative methods, their studies attempted to 
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attribute specific effects to specific causes. Interventions through microfinance programs, (the 
cause), were assessed with the objective of determining the impact on the participants. In these 
studies, impacts might be seen, for example, as increases in the income levels of the women who 
have become members of self-help groups. 
 
However, the need to establish the connection between changes and intervention (causality), 
selection bias, the large volume of data required, and external contaminations of control groups 
proved to be significant impediments to producing reliable results (Hulme 2000). Further, this 
approach ignores the valuable and personal data which can be collated from the experiences, 
feelings, and social contexts of the participants which are their realities and which cannot be 
reduced to numbers.  
4.3.2 Interpretivist and constructivist approaches 
 
“Interpretivism is a broad term that encompasses a variety of different approaches that are all 
concerned with deriving understanding from the experiences of human beings” according to  
Williamson (2006:83). The central tenet of interpretivism is that people are constantly engaged in 
interpreting their changing world: “Interpretivists believe that the social world is constructed by 
people and is different to the natural world” (Williamson 2006:83). Accordingly, field-work in a 
natural setting using an inductive mode of reasoning, often combined with qualitative data, 
becomes the main method of inquiry (Williamson 2006). The interpretivist approach is very relevant 
to this study since the data will be drawn from the attitudes, feelings, and experiences of women in 
Indian villages and it is necessary for the researcher to assess and form views about the data and 
provide thick descriptions (Lincoln and Guba 1985, 2005) with underlying meanings, values, and 
theories that explain the phenomena observed in the lived experience of the participants (Guba and 
Lincoln 1989).  
 
A more recent subset of the interpretivist tradition that has been informed by international relations 
theory, and which has some relevance to development studies, is that of constructivism (Barkin 
2003; Wendt 1987; Williamson 2006). Constructivism was initially employed as a learning theory 
(Piaget 1950) although Egon Guba extended the theory to include program evaluation as a major 
field of research activity (Guba and Lincoln 1989; Stufflebeam 2008). Constructivism was later 
invoked as a critique of realism (Dessler 1989; Wendt 1987) and is one of several interpretivist 
paradigms. Constructivism is concerned with the way in which people view or construct their worlds. 
According to Williamson, “constructivist researchers use qualitative methods to investigate 
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constructions or meanings about broad concepts such as culture, values, and ideas ... focussing 
either on the individual or personal constructions or shared meanings that reflect social 
constructions” (Williamson 2006:85). Constructivists recognise that “the viewer creates the data and 
ensuing analysis through interaction with the viewed” (Charmaz 2003:273). They also accept “that 
researchers shape their data collection and redirect their analysis focus as new and interesting 
issues emerge” (Charmaz 2003:273). However constructivists, including Bow (2002) and Patton 
(1990) “have moved beyond the study of external, observable behaviours to try to understand 
individuals” from their own experiences, feelings and points of view – part of the approach taken in 
this study (Williamson 2006:85).  
 
The aim of this research was to seek the views, actual experiences and opinions and feelings of the 
participants. The focus in this study was on the reality of both the participants in self-help groups 
and non-participants – those excluded. Whilst the reality of these women was already in existence; 
some of the common data collection and analysis techniques promoted by constructivists were 
utilised (Bates 2002; Williamson 2006). 
4.3.3 Critical realist approach to research into microfinance 
 
Within the critical realist paradigm, truth is understood to exist in an objective framework with only 
an approximation being possible, following exhaustive enquiry from multiple data sources (Perry, 
Riege and Brown 1999; Robson 2002). Critical realists interrelate ontology and epistemology 
because they maintain the existence of a world independent of the researcher’s knowledge of it. 
They hold the view that the “researcher’s knowledge of the world is socially produced”25 (Miller and 
Tsang 2010:144) and that the way the world is should guide the way knowledge of it is obtained 
(Archer et al. 1998). Critical realists seek to test explanations and consequences (Carter and New 
2004) with an emphasis on explanation rather than prediction in theory testing (Sayer 1992). The 
goal is to initiate a process of self-reflection and hence critical approaches tend to rely on methods 
that combine observation and interviewing with approaches that foster conversation and experience 
sharing (Guba and Lincoln 2005; Kincheloe and McClaren 2005). This process allows both the 
researcher and the participants to question both the ‘natural’ state and the current order (Kincheloe 
and McClaren 2005).  The objective of this study was to seek data which examines a potential 
phenomenon and then explain that real life experience.  
 
                                                     
25 See also Denzin and Lincoln (2005:13). 
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Critical realism is also seen as a practical approach according to Bhaskar (1994) and Collier (1999), 
in addition to being a way to understand the world and transform it (Connelly 2001). According to 
Horkeimer, a critical approach seeks to “liberate human beings from the circumstances that enslave 
them” (Horkeimer 1983:244). In this study critical realism is “applied to explain and ground claims of 
knowledge, experience, progress and reality obtained through research and dialogue” (Connelly 
2001:115).26 In this research, the focus (social impact, poverty and exclusion), can be described 
epidemiologically in terms of where, how, when, who and why. The participants, village women 
(both members and non-members of self-help groups) and other key informants such as NGO staff, 
government officials and elected representatives, were interviewed to obtain accounts of 
microfinance program operations and their impacts on women and communities, how poverty is 
alleviated through microfinance, and when and why women are selected or excluded from self-help 
group membership (Pawson and Tilley 1998).  
 
While a variety of paradigms have been used to describe and explain the benefits and impacts of 
microfinance program implementation in communities, the realist paradigm (adopted in 
development studies by Krishna (2004, 2006, 2007), Adato (et al. 2007), de Haan and Dubey 
(2007)), is considered to be the most suitable and was preferred for this study for a number of 
reasons. Firstly, there is greater involvement than is allowed in a positivist approach by the 
participants in detailing their experiences (Dudwick et al. 2006). Secondly, provision is made for 
understanding and detailing the complex community memory through individual and collective 
experiences and exposures, and thus for identifying the contradictions and inconsistencies within 
those accounts (Bhaskar 1989). Thirdly, poverty analysis and identification of the poor relies on 
approaches based on the community’s self-knowledge (Krishna 2006, 2007). Fourthly, households 
target poverty as a locally defined phenomenon and not, as is often the case, as a phenomenon 
described by outsiders (Chambers 1988). Fifthly, this approach will not impose external meanings 
of poverty and inequality on the participants. These concepts will be examined within the specific 
social contexts of the communities where the poor are located and where they can be interviewed 
by local people (Dudwick et al. 2006) in order to identify their reality and expose the anomalies and 
inconsistencies associated with theories of exclusion and poverty (Bhaskar 1989). 
 
In the context of microfinance programs, the more recent methods used to study poverty within a 
critical realist framework have included focus groups, life histories and other similar participatory 
techniques (Dudwick et al. 2006). These techniques, according to Dudwick et al. (2006), have 
                                                     
26 See also Bhaskar (1975, 1989) and Denzin (1982). 
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improved the quality of analysis and they have been used to more adequately identify the poor 
based on the community’s self-knowledge (see Krishna 2004, 2006, 2007; de Haan and Dubey 
2007; and Rew et al. 2007). This approach focuses on interpretations and meanings of words, 
actions, and norms that communities employ rather than on measurability (Fleetwood 2008; Denzin 
1982). The same approach has been previously used in microfinance impact studies and 
assessments by scholars27 who found that sample surveys, in-depth interviews, group discussions, 
together with a bank log book maintenance regime, provided a range of participatory techniques 
appropriate for rich and deep data collection. A critical realist approach to this study was considered 
appropriate in view of the need to capture, explain and then report the experiences and practical 
implications of the poor’s participation in self-help groups, or their potential exclusion from such 
groups. This approach was also useful since the processes and underlying structures of MCP at 
different levels of implementation were observable and available for self-reflection by participants, 
enabling them to identify inconsistencies and potential changes in the social environment of both 
the individuals and the wider community.   
 
Using this approach, data collection involved participant observation, interviewing, focus groups, 
and questionnaires (Bow 2002). Analysis is generally undertaken through coding of data (Miles and 
Huberman 2002; Williamson 2006) and the use of NVivo computer software following transcription 
of data, noting key themes and points, and categorising (Lincoln and Guba 1985; Miles and 
Huberman 1994; Huberman and Miles 2002) for write-up of findings from the key themes 
uncovered (Williamson 2006). This process was followed in this study and, whilst very few poverty 
or microfinance studies have employed these techniques, Copestake and Williams (2011) provide 
useful guidance from an academic and practitioner perspective for qualitative research in this field. 
They suggest that the characteristics of qualitative research include a need for proper and 
documented pre-testing of the research instruments and enhanced standards for training of 
interviewers, systematic debriefing of interviewers, systematic use of data analysis software such 
as NVivo 828, and the willingness to expose such work to external validation, audit and review. In 
addition, they note that “smaller and more flexible studies based on careful interpretation of 
systematically collected self-attributed data can provide faster and more context-specific feedback 
and hence do more to strengthen learning, experimentation and improved practice”(Copestake and 
Williams 2011:26).  
 
                                                     
27 See for example Athmer et al. (2006); Coleman (1999); Jakimow (2007); and Kondo (2008) 
28 Dudwick et al. (2006:34) and also Williamson (2006:85) recommend that NVivo should be the analysis software tool 
of choice for such analysis. 
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Table 4.1 presents a comparison of the strengths and weaknesses of the two typical paradigms and 
lists those studies that have used the relevant paradigms.  
 
Table 4.1 Paradigm strengths, weaknesses and uses for microfinance studies 
Paradigm Strengths Weaknesses Studies using this paradigm 
 
 
 
 
Positivism 
 Can survey large numbers of 
participants 
 Reduced costs for large survey 
 Can be replicated 
 Tests theory from empirical 
evidence 
 Analysis of numerical data 
 
 Focus on quantitative approach 
 Overlooks social experience 
 Overlooks cultural issues 
 Leaves evidence and knowledge 
untapped 
 Produces incomplete analysis 
 Causality linkage disputed 
 Selection bias 
 Requires large volume of data 
 External contamination of control 
groups 
 Experiential data often cannot be 
quantified 
 Can take long time to complete 
Bastosetal 2009 
Cull and Scott 2011 
Hishigsuren 2007 
Hulme and Mosley 1996 
Kantor 2009 
Khandker 1995, 2005 
Morduch 1999 
Mosley 1997 
Pitt and Khandker 1998 
 
 
 
 
 
 
 
Critical 
realism 
 Focus on real life situation 
 Uses experiential data 
 Community memory and history 
relevant 
 Can focus on small regions 
 Able to present all available 
evidence 
 Can include cultural and social data 
 Can use to inform and transform 
society 
 Participation of community 
 Involvement of interviewer in 
knowledge sharing 
 Close contact between interviewer 
and participants 
 Use of local contexts for meaning 
 Can use focus groups, life histories 
and other participatory techniques 
 Small studies can provide faster 
and specific feedback and results 
 High cost to involve large 
participant group 
 Generalisability is difficult 
 Difficult to replicate 
 Open to interpretation 
 
 
Adata et al. 2007 
Agarwal 2001 
Athmer et al. 2006 
Coleman 1999, 2002 
Gaiha 2001 
Gaiha and Nandhi 2005 
Habib 2008 
Hays-Mitchell 1999 
Holvoet 2005 
Islam and Morgan 2011 
Jakimow 2007 
Kalpana 2008 
Kilby 2011 
Kondo 2008 
Krishna 2004, 2006, 2007 
Pellissery 2005 
Rew et el. 2007 
Simonowitz 2000 
Steir and Abdeen 2009 
  
A realist approach suggests that “social phenomena can be understood, but not often 
(meaningfully) measured numerically” (Fleetwood 2008:1), hence the selection of qualitative 
methods (Donaldson 2003; Guba and Lincoln 2005). However, some basic quantitative data was 
collected for descriptive purposes. 
4.4 Qualitative research  
 
This study utilises existing theory on exclusion, social capital and poverty, and seeks data to 
answer the research question through appropriate questioning, observation and enquiry so as to 
progress the understanding and development of existing theory. The foundation of this study lies in 
the collection, collation and analysis of data held and owned by the participants in the field who 
engage with the world in diverse ways and contexts. Accordingly, there is a strong likelihood that a 
wide range of realities exist for them. This range of realities exists partially because of the different 
social, economic and geographic contexts that they experience or within which they live.  
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Qualitative data for this study is drawn from the reported feelings, attitudes, perceptions, 
experiences, social processes, engagements and interactions of women in the community. These 
types of data cannot be easily reduced to numbers or statistics (Jones, Torres and Arminio 2006) 
and as such are more appropriately considered within a qualitative environment, because 
“qualitative research is a situated activity that locates the researcher in the world” of the participant 
being studied or observed (Denzin and Lincoln 2000:3).  For village women, their experiences are a 
firm and often harsh reality, and their words were recorded, documented, analysed, explored and 
reported within this study. Importantly, according to Angrosino, “when we speak of experience ... we 
refer not only to personal experience but also to the wisdom of the past embodied in a community’s 
traditions” (2005:738). Denzin and Lincoln (2000:3) claim that “qualitative research involves an 
interpretative and naturalistic approach” meaning that “qualitative researchers study things in their 
natural settings attempting to make sense of or interpret phenomena in terms of the meanings 
people bring to them”. A qualitative data collection approach has as its strength the ability to reveal 
new or unanticipated issues, reveal critical incidents, provide insights into community and 
household relationships, “permit access to difficult issues (such as domestic violence), and is 
empowering for the participants” (Hulme 2007:7). 
 
In this study, the impact of microfinance on participants was studied through a participatory lens 
utilising PRA approaches (Chambers 1983, 2005; Mosley 1997). Qualitative data gathered from 
women participants during the course of interviews proved to be insightful and reflective of the 
reality of the participants’ daily experience. Data also includes some basic descriptive statistics 
particular to these women. These data included demographic, financial data such as income and 
loan information, allowing for a more focussed and robust understanding of what changes took 
place, why those changes occurred, what the impacts were and who they affected. The use of 
these methods facilitated a broader and deeper understanding of the participants’ experiences 
through the use of established participatory community engagement methods (Chambers 1997). As 
such, a verbal information gathering and exchange was desirable (Denzin 1982; Strier and Abdeen 
2009). The experiential knowledge possessed by members of self-help groups and other village 
people provided a variety of insights and experiences. Further, this experiential knowledge only 
became available when suitably prepared facilitators engaged in conversation with the participants 
and recorded their feelings, observations and experiences.  
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4.4.1 Participatory data collection 
 
Participatory methods can include both verbal and visual data collection depending on the 
participant location and role (Chambers 1994). Contemporary development literature (Bonu et al. 
2009; Brook et al. 2008; Chambers 1983, 1992, 1994, 1997, 2005, 2007; Holvoet 2005; Hulme 
2006; Jakimow 2007; Simanowitz 2000; Strier and Abdeen 2009) is rich with evidence of the use of 
participatory methods. Because officials, NGOs and self-help groups are sometimes reluctant to 
allow access to and are sensitive about their internal documents and records, in the collection of 
data it was necessary to cross-verify as much as possible in view of the "public and hidden 
transcripts" or interpretations of the same data (Rahman 1999:68-69). The public transcript refers to 
the official views of organisations and groups. These only offer a partial view of the process of data 
collection and are influenced by the desire for organisational or program success (Rahman 1999). 
The hidden transcript refers to the private or offstage views of people, revealed only to those whom 
they trusted or who may be in their select group. 
 
Participatory observation was developed to study small homogeneous cultures during the 19th 
century (Tedlock 2003). In this study participatory observational data was utilised to complement 
interview and focus group data collected by social workers. It also provided an additional 
opportunity to listen to the local voices, some of whom were self-help group members in villages 
and some of whom were not (Mishler 1986; Narayan et al. 1999, 2003; Strier and Abdeen 2009). 
Participatory observation was conducted by trained social workers and, although unstructured, was 
achieved through meeting attendance, group discussions, village walks, conversations with local 
village people, and the noting of services and facilities. These observations provided a valuable 
insight into the sense of place and lived experiences of people in each village. Arguably the 
perceptions, experiences and understandings of the participants in this study have, in many cases, 
accumulated over long periods of time because of the lack of mobility within the population in 
villages in remote and often isolated parts of Tamil Nadu. This participatory process promoted the 
inclusion of some of those women who had been previously excluded from self-help groups 
(Cornwall 2008).  
4.5 Research location 
 
Tamil Nadu is the eleventh-largest in area of the 28 states in India. It covers 130,058 square 
kilometres and has the seventh-largest population with 72 million people (GOI 2011). Tamil Nadu is 
located in south east India and stretches from Chennai in the north to the southern tip of India with 
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910 kms of coastline. Tamil Nadu has been home to the Tamil people since 500 BC and 
inscriptions and literature show that the Tamil language has been used for more than 2000 years. 
 
The State of Tamil Nadu was selected due to its proximity to previous NGO poverty alleviation 
programs and observations made by the researcher during his 25 working visits to India during the 
period 1997 to 2008. Data were collected within three districts of the State but confined to six blocks 
covering a total 1209 square kilometres. The total population of these six blocks was 498,000 
including 247,000 (49.6%) men and 251,000 (50.4%) women.  Of particular note was the presence 
of 66,000 Scheduled Caste and Scheduled Tribes people in the six blocks. This number 
represented 13.25% of the total block population. Fieldwork for this study was conducted using the 
rural base of the Tamil Nadu Volunteer Health Association (TNVHA). The TNVHA is a non-profit, 
secular, registered association of voluntary organisations that work for health improvement and 
promotion in Tamil Nadu and the neighbouring colony of Pondicherry. It has a membership of 744 
voluntary organisations which include hospitals, community based organisations, and dispensaries 
and provides a platform for sharing program results, networking, training and government liaison 
and funding. The TNVHA allowed the researcher to approach a range of NGOs from its 
membership for participants in this study. This location also enabled the researcher to gain access 
to the huge Dalit population which comprises mainly landless labourers for rich farm owners (Mehta 
and Shah 2001; Rath 1985).   
 
The growth in the number of self-help groups in this area of India suggests that MFIs and other 
formal lending agencies, including government agencies, consider self-help groups to be a valuable 
model within microfinance programs (TNCDW 2000). Tamil Nadu is one of a small number of states 
where highly successful bank–SHG linkages have been achieved (Bansal 2003). The availability of 
a large number of self-help groups and NGOs provided the researcher with an opportunity to 
explore the experiences and perspectives of organisers, and members and non-members of self-
help groups.  
4.6 Data sources for this study 
4.6.1 Participant selection 
 
This research involves various types of participants and relies on the experiential knowledge, 
perspectives and village-level exposure and understanding of those who are the main ‘targets’ of 
poverty alleviation policy-makers. The poor are ultimately at the practice end of implementation 
activities of government and NGO microfinance programs involving self-help groups. The data 
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collection plan involved participation from various individuals and groups within the community who 
have close connections with the facilitation and operation of self-help groups and who could be 
regarded as key informants (Dudwick et al. 2006). These include government officials, NGO 
directors, elected panchayat leaders, self-help group members, and other village women who were 
not members of self-help groups29.  
 
In order to source data from these participants, semi-structured interviews with directors of NGOs, 
BDOs and elected panchayat leaders were conducted by the researcher. Trained social workers 
conducted structured focus group discussions with self-help groups and semi-structured interviews 
with individual self-help group members as a means of individually verifying collective data provided 
during the course of the self-help group discussions. Semi-structured interviews of women who 
were not self-help group members from the villages where NGOs operated were also conducted by 
the social workers. A list of discussion topics and questions was given to the social workers as 
guidance for them in this interview process. Observations through PRA by the social workers, in 
addition to examination of documents including NGO annual reports by the researcher, proved to 
be invaluable additional sources of secondary data.  Table 4.2 sets out the data type, collection 
methods, data sources and sample sizes30.  
 
Table 4.2 Data type, collection methods, data sources and sample size 
Data Type                                     Method                                                                                                                              Sample 
Size 
Administered by
Primary   In-depth semi-structured interviews of Directors of NGOs  6 Researcher 
Primary In-depth semi-structured interviews of BDOs seeking data relevant 
to SHGs and poverty 
 7 Researcher 
Primary Structured focus group discussion meetings of SHGs  and 
participant observation of women at 12 SHG meetings 
196  Female social workers with researcher 
Primary Semi-structured interviews of village women who are not members 
of SHG in the same villages as SHG focus group discussions 
54  Female social workers 
Primary Semi-structured interviews with elected Panchayat leaders in same 
villages as focus group discussions 
5 Researcher with  translator 
Primary 
 
Semi-structured interviews of individual SHG members who 
participated in earlier focus group discussions 
55  
 
Female social workers 
Primary Discussions with social workers following their translation of data 
from SHG members 
5  Researcher 
Secondary Reading of annual reports supplied by Directors of 6 NGOs  6   Researcher 
 Total 334  
        
                                                     
29 Not all village and Block data were available on the GOI 2011 Census site. Therefore these data were omitted. Some 
Blocks and Districts have had name changed since the 2001 Census and sample villages were called by locally known 
names. It was decided to omit these data in view of these issues.  
30 Purposive sampling was utilised so as to select exemplar (local) NGOs and SHGs to access a larger volume of data 
from operational entities that would provide data from long term experience in MCP operation rather than limited 
exposures. 
90 
 
The details of each participant group, method of selection, sample size, and recruitment process 
are presented in the following sections (4.6.1.1 to 4.6.1.7).  
4.6.1.1 Directors of NGOs31 
 
NGOs were purposively selected from the membership list of over 700 NGOs in the TNVHA. The 
following criteria used to select NGOs: Firstly, the NGO had to operate microfinance programs as 
part of their normal community activity. Secondly, the NGO had to collaborate with and be 
supported by government agencies in implementing poverty alleviation interventions. This was an 
important criterion and assumed some level of support from local agencies since some community-
based organisations undertake MCP without government support and guidance. Thirdly, the NGO 
had to have over 10 years rural community engagement experience. Fourthly, the NGO had to have 
a membership of more than 1,000 women, and finally, the NGO had to be a member of the TNVHA 
which maintained registration standards that eliminated corrupt NGOs. A targeted selection of six 
NGOs from the list that satisfied these selection criteria was made by the Director of the Salvation 
Army Community Health Development Program (SACHDP)32 under the guidance of the researcher 
prior to arrival in India for field work. The SACHDP Director was the secretary of the TNVHA. 
Contact was made with the directors of identified NGOs by the Director of SACHDP inviting them to 
participate in this research program. All agreed to participate. Local NGOs were selected due to 
ease of access to the local-level staff and village participants, and previous indications from a 
number of NGOs that demonstrated interest and willingness to participate if selected. In this area 
local NGOs33 rather than international NGOs have primary responsibility for program 
implementation. Profiles of the selected NGOs are attached as Appendix C. These NGOs were 
selected because they were sample NGOs that had enjoyed a long term community development 
engagement and therefore were a potentially rich source of data. 
 
The director within each of the NGOs was interviewed for two hours. A semi-structured interview 
instrument was utilised during this time. The purpose of the NGO director interviews was to seek 
data relating to their selection processes and their perceived benefits of self-help group 
membership. The researcher obtained NGO annual reports and other documents during the 
interviews with the directors. The directors had occupied their positions for an average of 20.3 years 
                                                     
31 For the purposes of this research all senior executives of the NGOs interviewed are being assigned the title of 
director. Various titles including director, president and secretary were used by the participants, the main one being 
director. 
32 The researcher had no prior knowledge of, or dealings with, any of the selected NGOs in the sample. 
33 A profile of each participating NGO is detailed in Appendix C. 
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and were able to provide both statistical data and reflections and observations based on their 
considerable experience and exposure to development interventions, in particular microfinance 
initiatives, implemented by their NGOs.  General questions included details of the NGO (e.g. 
statistics on services, membership, and origins), donor(s), mission of the NGO including its purpose 
and objectives, service performance including the range of services, costs, yearly budget, size of 
organisation and details of policies concerning servicing the needs of the poor. Client targeting 
strategies and evaluation methods used to assess the quality of services provided to the poor were 
also covered during the interview. The data collection instrument used for NGO directors is 
attached as Appendix D.  
 
The selected NGOs had been in operation for an average of 26.7 years with the longest period of 
continued operation being 39 years and the shortest being 17 years. The NGO directors had been 
partially responsible for the growth and development of their respective organisations. They were 
well known in the community and also had many networks and contacts including contacts with 
government officials.  NGOs were established primarily for the empowerment and advancement of 
women. Of the six NGO directors interviewed, four were men and two were women.  
4.6.1.2 Block development officers 
 
A BDO is an administrator of similar stature to a Shire President of a rural local authority with an 
area covering 20 to 25 villages with a combined population of approximately 25,000 households. 
The BDO is the recipient of information from community members and with the elected panchayat 
leader has decision-making power over who is granted BPL status, and therefore who is entitled to 
receive welfare allowances within the block based on strict criteria. Three types of ration cards are 
issued through the BDO administration (see Section 3.2.1). The BDO has decision making power 
over who is BPL based on strict criteria. BDOs and elected panchayat leaders have overall policy 
guiding responsibilities for programs funded from either central or state government sources. In 
addition, they possess (or should possess) local knowledge of program priorities and of local 
people, especially those who live below the poverty line in the rural communities in their areas. 
Whilst central and state governments set funding priorities for infrastructure projects in the block, 
the BDO has implementation responsibilities that may impact on employment options including the 
day labour force.34 
 
                                                     
34 Selection of workers for day labor for block projects forms part of the overall responsibility of the BDO.  
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The BDO’s main role is to develop the village administrations (panchayats) that come within their 
jurisdictions. Development activities include provision of water and sanitation, schools, housing for 
marginalised people, and promoting self-help group programs including provision of government 
program loans for self-help groups. The BDO is also responsible for allocation of all government 
welfare, including the MNREGS35 for those within the villages who might be eligible. The BDO is 
supported in this administration by the District Project Officer. The project officer has particular 
responsibility for the management of government self-help group related programs including 
training and loans administration. Table 4.3 provides a summary of policy and practice 
implementation responsibilities within a typical government microfinance initiative.36  
 
Table 4.3 Microfinance implementation roles 
          Activity           Administrative level promoting 
          activity               
         Responsibility for implementation  
 Public policy setting and funding 
provision process 
 Central and state government  BDO, NGO and EPL (following 
central and state government 
sanction) 
 Program implementation  Local government  BDO, NGO and EPL  
 Facilitate community response  NGO  NGO 
 Operate self-help group   Village recipients   Self-help group members in 
affected villages under NGO 
guidance 
 
Initially it was planned that 16 BDOs would be invited to participate in this study on the basis that 16 
self-help groups (two per each of eight NGOs), would be included in the data collection plan, and 
each may have been located in a different block. However, since some of the self-help groups were 
located in villages in the same block, the number of BDOs required was reduced to seven. The 
number of NGOs was reduced to six due to time constraints. In this study, BDOs were approached 
by the NGO directors after the selection and location of the participant self-help groups had been 
completed. Of the seven BDOs interviewed, five were men and two were women. BDOs were 
government officials who were not necessarily local people. They were appointed from various 
places within their respective districts and had been in their positions for between one month and 
two years. Three BDOs had a total of five months in the position between them.  
 
A semi-structured interview protocol was utilised by the researcher during BDO interviews. This 
protocol sought to access data relevant to government policy and spending priorities in the block, in 
addition to ascertaining the BDOs’ views on the impact and achievements of the microfinance 
                                                     
35 The Mahatma Ghandi Rural Employment Guarantee Act also known as the National Rural Employment Guarantee 
Scheme (MNREGS) provides for unskilled manual public work for the poor for 100 days per year for Rs 100 per day 
(Approx. A$2.00 per day). The work is generally day labour on infrastructure projects such as road and irrigation 
construction. 
36 Basic facts on India are located in Appendix B. These data complement the data in Table 4.3. 
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programs within the block. Additionally, data regarding the self-help group member selection 
process and NGO involvement in this process was sought. The data collection instrument used for 
interviews with BDOs is attached as Appendix E. 
 
It was anticipated that the BDO would highlight from the district or block records those individuals 
who belonged to the category of poorest of the poor defined as Antyodaya ration card holders in the 
villages where participant self-help groups were located. However, this did not occur, as the time 
required for such identification was not available to the BDOs or their staff. During the interviews it 
became apparent that some BDOs had been in that post for less than one year, with one official 
having had only one month’s service in the position. Further, BDOs’ limited tenure impacted on the 
contribution made during interviews but was supplemented by support staff who obtained copies of 
relevant written material when requested by the BDOs. 
4.6.1.3 Elected panchayat leaders 
 
A panchayat is a geographic area that includes a number of villages. This number depends on the 
combined population of the villages. The panchayat leader is elected by the eligible village electors 
and is the interface between the panchayat and the BDO for government liaison and development 
works. In order to gain a perspective from the elected political representatives in the respective 
villages on the operation of self-help groups, elected panchayat leaders were contacted by the 
NGO directors and social workers during field work. The elected panchayat leaders were identified 
based on the location of the previously selected self-help groups (located within their electorate). 
Only five elected panchayat leaders were selected since the 12 self-help groups were located within 
five panchayat districts.  
 
The researcher interviewed the elected panchayat leaders using a pre-planned series of discussion 
points (see Appendix F). These discussion points provided data which verified some of the data 
provided by the BDO. In some circumstances the data from the elected panchayat leader was used 
to verify data provided by the NGO director, especially data which concerned the group formation 
strategy employed by the NGOs. The interviews ranged in length from one to two hours and were 
often facilitated by a translator in areas where clarification and further explanation of the question or 
discussion point was required. Verbatim notes of the responses were recorded by the researcher. 
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4.6.1.4 Self-help group members 
 
To investigate and address the research questions, it was necessary to obtain first hand 
experiential data from self-help group members relating to their membership, collaborative efforts, 
income, savings, membership benefits, member trust, and other community activities. The self-help 
groups were selected by the NGO (two per NGO) out of a total 4,786 self-help groups including 
over 82,000 members facilitated by the six NGOs. The selection of the self-help groups was 
undertaken by the NGO directors to ensure the self-help groups satisfied the research criterion (i.e. 
groups had to have been operational for more than three years in a rural village). This criterion was 
introduced because groups of less than this period may not have matured and may not have been 
able to provide adequate reflections on impact, achievements and implications for both individual 
households and the community. This timeframe is the accepted period for growth and stabilisation 
of NABARD-sponsored self-help groups throughout India (Seibel and Dave 2002).  
 
Discussions with self-help group members were undertaken by the social workers using PRA 
techniques (Chambers 1983, 2005, 2007). It was revealed during the data collection phase that the 
average membership period in the selected self-help groups was 7.5 years, with some groups 
having been in operation for over 15 years. This length of membership provided participants with a 
wide and diverse range of experiences that were incorporated into the discussion in both the SHG 
focus group and during the one-on-one interviews with the social workers. The research involved 
196 members of 12 self-help groups selected within the seven administrative blocks in Tamil Nadu.  
 
Group discussions were conducted before the individual interviews with self-help group members, 
consistent with the approach of Eder and Fingerson (2002). This created the opportunity for group 
members to feel comfortable with the social workers and also enabled them to feel comfortable 
discussing the topics raised in a group environment. Self-help group members then gained 
confidence from this interaction and were likely to be more relaxed about the one-on-one interview 
with the social worker. This process is consistent with Rao (1997) who employed these techniques 
in the neighbouring Indian state of Karnataka when researching wife-beating in three villages. 
Group discussions with self-help group members followed by individual interviews with the village 
women were arranged with the assistance of the NGO coordinators. This was necessary due to the 
work commitments of the participants and the need to travel considerable distances to the village 
meeting place. Observations were made during the course of each village walk-about by the 
researcher and social workers. In addition, the researcher made observations of village 
surroundings during visits to the homes of the EPLs and other village non-members of self-help 
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groups. The focus group discussions were complemented by interviews of 55 of the 196 self-help 
group members. 
 
Group discussions explored group members’ experiences and involvement in village affairs, in 
addition to their observations and participation in the self-help group selection and membership 
processes.  A consensus approach was taken regarding the responses obtained in discussions with 
self-help groups although minority views were also noted.  Social workers recorded and assessed 
responses by self-help group members. The purpose of this engagement was to glean from the 
group their firsthand knowledge and lived experience of poverty and how they had dealt with the 
opportunity to participate in a poverty alleviation program. Group discussions and individual 
interviews with self-help group members elicited information regarding the impact that participation 
in the microfinance program had on their lives, family circumstances and the community in which 
they lived. Table 4.4 provides a summary of data relating to the 12 self-help groups. 
Table 4.4 Summary of self-help group data  
SHG No. NGO ID No of 
members 
Age of 
group 
(yrs.) 
Proportion 
SC/ST/BC/MBC 
No 
BPL 
Percentage of 
members 
saving 
Percentage of 
members 
borrowing 
SHG instigated 
community 
actions 
1 A 10 10 10/10/60/20 0 100 100 0 
2 A 11 10 20/0/60/10 1 100 100 2 
3 B 13 11 100%BC 7 100 100 6 
4 D 20 3 100%BC 2 100 0 2 
5 B 20 2 Mixed castes 12 100 0 2 
6 D 20 10 10/0/80/10 0 100 100 7 
7 C 13 5 100%BC 5 100 0 3 
8 E 20 4 100%BC 3 100 100 2 
9 C 19 15 10/0/60/20 3 100 100 8 
10 F 16 11 100%BC 2 100 60 5 
11 E 16 10 100%BC 3 100 100 2 
12 F 18 12 10/0/80/10 0 100 60 2 
Totals  196 7.5 (Avg)  38   41 
 
 
Members in the sample self-help groups had a mean age of 42.9 years, and their ages ranged from 
21 to 65. The levels of education also varied, with self-help group members having an average of 
eight years of schooling. Four (7.3%) had no formal education, whilst two (3.6%) had graduated 
from university. The mean household income per year was Rs 7,400 (approx. A$185). This varied 
across locations with the more isolated villages having lower average incomes. The average size of 
the household was 4.9 people, with a range of one to 13 people in the immediate family.  
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Caste was a distinctive feature of the village self-help group participants with 40 (72.7%) belonging 
to the Backward Caste (BC) category and nine (16.4%) belonging to the Most Backward Caste 
(MBC) category. Five (9.1%) belonged to a Scheduled Caste and one (1.8%) belonged to a 
Scheduled Tribe. Each of these categories are covered by the umbrella caste of Dalit. ‘Backward 
Caste’ (or sometimes ‘Backward Class’) is a collective term covering castes which are regarded as 
backward in economic and educational terms. They face widespread disadvantage and high levels 
of discrimination. The term Dalit is used by the GOI and typically includes the Scheduled Castes, 
Scheduled Tribes, Backward Castes and the Most Backward Castes (Mandel Commission 1980). 
The lower castes traditionally have less access to education and have less time for education due 
to the often distant and remote work opportunities available to them. This research attempted, 
through social worker interaction with village women, to capture as many Dalit participants as 
possible, as they are commonly the poorest and the most vulnerable.  
 
The researcher also had, with the assistance of a translator, the opportunity to attend some of the 
self-help group meetings and make observations of participants, thus gaining a further perspective 
of the group dynamics and seeing firsthand the processes and operations of the self-help group. 
This process also provided the opportunity for questioning the social workers during their debrief 
sessions in order to learn of and clarify understandings about tradition, culture and social issues 
relevant to self-help groups. A separate listing of discussion points for the focus groups is attached 
as Appendix G with a further detailed list of questions used by the social workers in the one-on-one 
interviews attached as Appendix H. 
4.6.1.5 Non-self-help group village women 
 
So as to hear the voices of the poorest of the poor more broadly in the selected villages, one-on-
one interviews were conducted by the social workers with 54 village women who were not members 
of a self-help group (similar to the number of individual interviews with women in self-help groups).  
The poorest of the poor who held a current welfare card (which provided confirmation of their 
below-the-poverty line status), were identified in the villages using local knowledge and questioning 
by social workers. For instance, some village women who were not self-help group members were 
identified confidentially by the NGO staff that regularly interacted with the village people and the 
local self-help group(s). Others were identified by members of the self-help group or by the social 
workers during an informal walk-about the village.  Interviewing individual poorest of the poor 
women ensured “hear[ing] the local voices” (Strier and Abdeen 2009:566).  
 
97 
 
In order to select non-self-help group members for interviews it was anticipated that the BDO (who 
records the details of the poorest of the poor in the villages) would identify those poorest of the poor 
women (those who held current Antyodaya ration cards) who might benefit from membership. In-
depth interviews with these women were expected to provide clearer reasons for non-membership 
of self-help groups, and identify other factors relevant to their non-self-help group membership 
status. The BDOs were not however in a position to supply data which would enable the 
identification of these women  (due to lack of time and record constraints) and so they were located 
through selected home visits in the village by social workers and NGO facilitators involved in this 
study.   
 
In order for one-on-one interviews to take place, female Tamil and Hindi speaking social workers 
were recruited from the local area by the SACHDP (see Section 4.8.2).  A separate listing of pre-
determined questions and semi-structured discussion points was provided to the social workers for 
these interviews. The experiences of the village women with self-help group membership or non-
membership were recorded in English on specially prepared questionnaire forms (Appendix I).  
 
Village women were interviewed in various locations of their choice, including on the steps of local 
halls, in their own homes, or under trees in the village and during village walk-about by the social 
workers. The information sought during these interviews included exposure (direct or indirect) to 
self-help groups, reasons for not being a self-help group member, and details of their observations 
of any benefits that membership had brought to members’ households. In-depth interviews 
canvassed factors relevant to possible exclusion. Data on the support derived from any other 
development intervention enabled an assessment to be made of improvements in their living 
conditions and status relative to the poverty line.  
4.6.2 NGO annual reports 
 
Hard copies of the 2009 and/or 2008 annual reports of each NGO were obtained from the NGO 
directors. In some cases the annual report was provided in addition to any policy document or 
management guidelines of the NGOs. The annual reports provided details of the NGOs’ mission 
and objectives, their stated goals and philosophy concerning poverty alleviation programs, in 
addition to statistical data pertaining to the size of the various programs and any donors’ 
contributions to the NGO. Most annual reports were in English. One report was written in Hindi and 
relevant portions were translated into English by the NGO director for the researcher. In addition to 
98 
 
the annual reports supplied, the NGOs also made copies of recent newsletters and promotional 
material available to the researcher. Some of this material was publicly available via NGO websites. 
4.6.3 Observations by interviewers 
 
Participant observation by the researcher included attendance at self-help group meetings, 
observations of discussions with selected self-help group members, village women, village leaders, 
and some small business operators in the village. During the course of both the self-help group 
discussions and the individual interviews with members and non-members of self-help groups, the 
social workers made notes of their observations. Issues not expressly discussed but observed, 
such as the level of cooperation and consent between members, or the level of NGO support 
provided to the group, were also recorded. These observations were made available to the 
researcher with suitable explanations during daily de-briefing sessions. Appendix J provides a list of 
social worker interviewers. 
4.6.4 Descriptive characteristics of sample 
 
Table 4.5 provides a summary of the characteristics of the participant sample. 
 Table 4.5 Summary of characteristics of sample 
Participant group Sample characteristic  Information  
BDO  Tenure in position  
 Gender breakup 
 1 month – 2 years 
 5 male, 2 female 
EPL  Tenure in position 
 Gender breakup 
 Dependent upon elections each 3 years 
 5 males 
Director of NGO  Tenure in position 
 Gender breakup 
 8–37 years (Average 20.3 years) 
 4 male, 2 female 
No. of years in operation of NGO  Organisational life  17–39 years (Average 26.7 years) 
Self-help group member    Age profile 
 Education profile 
 
 Average income 
 Caste profile of Dalits in sample 
o SC 
o ST 
o BC 
o MBC 
 21–65 years 
 No education (4), University (2), 
(Average 8 years education) 
 Rs 7400 (A$148) 
 
o 9.1% 
o 1.8% 
o 72.7% 
o 16.4% 
Self-help group household  Size (No. of people)  Range 1-13  (Average 4.9 people) 
Non self-help group members in village N.A.37 N.A. 
 
 
 
                                                     
37 Data of a similar nature was not available for the village women who were non-self-help group members. The 
questions related to this data was unfortunately omitted from the interview protocol. 
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4.7 Data recording and analysis process 
4.7.1 Pilot testing of instruments 
 
Separate data collection instruments were developed for each of the participant groups. Prior to 
utilising the data collection instruments, where necessary, arrangements were made for these to be 
translated from English into Tamil. They were then translated back to English by an independent 
translator to confirm the accuracy of the initial translation. The instruments were refined with the 
assistance of members of the TVNHA who were not part of the research program. Members also 
contributed to enhancing the procedures and the processes of data collection, especially those 
relating to some cultural issues.   
 
Arrangements were made for the social workers to pilot test the instruments in two self-help groups 
that operated on the outskirts of Nagercoil, the city used as the home base during data collection. 
These two self-help groups were selected due to their proximity to Nagercoil and their 
independence from other NGOs in the sample. Both groups satisfied the previously stated selection 
criteria. They had been operating for more than three years and had an established linkage with the 
facilitating NGO. Through community interventions they also had existing and established 
collaborations with government agencies. 
 
Pilot testing was undertaken to determine the appropriateness and clarity of the process. It also 
enabled the social workers to then discuss the approach and share feedback with the researcher 
and with each other in a debrief session. Pilot testing of the self-help group member interview 
protocol and the non-self-help group member protocol (Appendices G, H and I) resulted in minor 
changes. The changes included a revised order of introductory questions, clarification of the 
education levels and content of asset lists, and the insertion of head of household details higher on 
the document to reflect greater respect for the position.  
4.7.2 Data collection process 
 
The data collection was undertaken in India during October 201038. Additional clarification of data 
and feedback was also obtained through electronic correspondence in the months following the 
researcher’s return to Australia.  A plan for collection of data was devised and adopted by the data 
                                                     
38 The researcher took the decision to undertake the field visit for this time duration since spending a longer time with 
NGOs would mean additional cost and further drain on NGO resources without the possibility of providing funding to 
offset those resource uses such as staff. In addition, use was made of six social workers in the data collection process 
so the resource including time devoted to this process was multiplied by this factor. 
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collection team. This plan allowed for breaks in the collection process to enable review of 
translations, debriefing, experience sharing, questions, and planning for the next series of 
discussions and interviews. Details of this plan are located in Appendix K, which also provides the 
chronological sequence of data collection events. 
 
Due to unforeseen transport and meeting delays, combined with interviews which at times were 
longer than expected, it was necessary to slightly reduce the number of BDOs and NGO directors 
involved in the initial data collection phase. Another reason for the reduction in the number of 
BDOs, EPLs and NGO directors was the location of the sample of self-help groups selected. Many 
were in close proximity and indeed some were within the same village, panchayat or block, thus 
removing the need for the full number of BDOs and EPLs originally planned. 
 
The researcher conducted the interviews with the BDOs, directors of NGOs and the elected 
panchayat leaders with the assistance of a Tamil speaking translator. The translator was the 
Secretary of the Kanyakumari District of the TNVHA. The secretary held master’s degrees in Arts, 
Social Work and Business Administration and was a recognised translator within his own NGO and 
within the broader NGO community.   
 
From the researcher’s previous experience in this area of India it was recognised that translation for 
the interviews with the NGO directors would mostly be unnecessary as senior staff in many 
organisations, both government and non-government, have a strong command of English. The 
TNVHA Secretary’s presence, however, reduced the risk of misunderstandings or oversights, and 
ensured that all data was captured and recorded manually. A verbatim record of the responses 
made by BDOs and EPLs was made by the researcher onto pre-prepared interview forms which 
were then used for coding purposes. The presence of the TNVHA Secretary also enabled the 
researcher to develop a high level of rapport with the EPLs and NGO directors. The researcher had 
previous experience with the translator in the context of undertaking poverty alleviation needs 
assessment and program implementation monitoring visits during the period from 1997 to 2008. 
Prior to conducting these interviews, briefings on the purpose of the interviews were provided to the 
BDOs, EPLs and NGO directors, similar to the briefings provided to the social workers prior to their 
engagement with self-help group members or village women.  
 
The social workers undertook data collection relating to the self-help group discussions and 
interviews with village women. Because the education level of participants in most cases was no 
higher than primary level, with many having no formal education at all, a conversation technique in 
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both the self-help group and the village settings, using discussion guidelines as a reference point, 
was utilised (Chambers 2005, 2007). The use of graduate social workers ensured that any sense of 
external coercion was minimised by having local women who knew the local culture, languages, 
traditions and locality, undertake the interviews. Social workers attempted to tape record all 
discussions. However, due to the enthusiasm of the village women wanting to share and contribute 
their views and experience to the discussion, individual voices in the recordings were sometimes 
not decipherable. In these cases the two social workers (working as a team at each discussion 
group meeting) reverted to their individual notes taken at the time for recall. The social workers also 
noted their own observations during the course of the discussions. When conducting interviews with 
the individual women, responses were manually recorded in English and later coded by the 
researcher. Whilst the researcher did not directly collect all the data, coding took place from notes 
and reports provided in English by the social workers who were bi-lingual and who wrote their 
reports and notes in English. The social workers also transcribed the tape-recordings for accuracy 
and for confirmation of their own notes. Daily debriefing, following a series of interviews by both the 
researcher and the team members, took place using the de-briefing model endorsed by 
Hammersley and Atkinson (2007), Hill, Thompson and Williams (1997) and Padget (2008). 
 
The data collection phase took 14 days during October 2010. This enabled data to be collected 
from six NGO directors, seven BDOs, five EPLs, 12 self-help group discussion groups, 55 self-help 
group members, and 54 non-self-help group members.   
4.7.3 Data analysis  
 
The approach to analysis drew on the conceptual framework set out in Section 2.6 to guide and 
inform the process. The research sub-questions were developed from the review of literature set 
out in Chapters Two and Three which deals with both poverty and the Indian Government’s 
response to poverty through microfinance. This literature review informed the data collection plan 
and the conceptual framework was used as one of the tools to guide the data analysis.  
 
Initially, data from the various websites of the NGOs, GOI, and NABARD were examined and 
relevant segments collected in order to gain an understanding of the context, operations, and 
working environment of each organisation. The next stage involved a review of the documentary 
data (2008–9 Annual Reports) obtained from each of the NGOs. This review was undertaken within 
a framework of general concepts identified from the text of the reports on selected topics such as 
the poorest, loan repayment rates, training, and the benefits of microfinance, those below the 
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poverty line, small business creation and savings rates. Data within these topics were grouped as 
categories for analysis. 
 
In addition to coding the data obtained from the documentary sources, data obtained by the social 
workers during the discussion groups and one-on-one interviews with self-help group members and 
non-members was also coded in similar fashion. In this way the process of data reduction was 
undertaken so as to identify recurring themes and patterns of experiences (Miles and Huberman 
1994). The consistency of coding and the assignment of data to respective themes provided 
additional opportunities to review the data and ensure its detail and integrity was preserved (Miles 
and Huberman 1994). Observational data collected by social workers was also coded in the same 
manner. Debriefing of social workers provided opportunities for the researcher to clarify any 
inconsistencies and again ensure that data integrity and validity was maintained. The observations 
by the social workers provided contextual insights which supplemented the interview and discussion 
data (Denzin and Lincoln 2005; Kawulich 2005; Mack and Woodsong 2005; Sutton 1993). In 
addition to inconsistencies, linkages between the data categories were noted, grouped and 
analysed. 
 
In order to store, categorise, manipulate, reformat and analyse data from transcripts and 
discussions, Microsoft Word, and NVivo 8 and 9 were used. These software packages provided 
consistent methods of manipulation, in addition to cross-checking of a detailed manual system of 
coding and analysis. The connections between the literature review, conceptual framework and the 
emerging themes were noted for further analysis. From this analysis, findings were derived and are 
reported in Chapters Five and Six. Figure 4.1 provides a schematic view of the data analysis 
process. 
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Figure 4.1 Data analysis process 
 
 
4.7.4 Challenges of participatory approach 
 
The qualitative interview is used in a wide range of research and is regarded as “one of the most 
important data-gathering tools” (Myers and Newman 2007:2). However, Myers and Newman 
(2007:126) and other scholars identify a number of pitfalls and problems associated with the 
qualitative interview that are rarely discussed. These include “the artificiality of the interview”, “a 
lack of trust for interviewers”, “a lack of time for the interview” the level of entry” (meaning the initial 
entry level in one organisation may deter other participants), “an elite bias,” (Miles and Huberman 
1994:5), “the ambiguity of language” (Fontana and Frey 2000:645), the Hawthorne effect 
(discussed in Section 1.5.2), and knowledge construction, meaning “the interviewer often constructs 
portions of the interview to fill in the gaps” (Fontana and Frey 2000:645)39.  
 
These pitfalls were addressed by working with female graduate social workers from Tamil Nadu 
who knew the local language, village culture and customs, and who were able to conduct interviews 
                                                     
39 Sinha et al. (2009) makes the additional point that selecting model NGOs and Model SHGs is a pitfall associated with 
this type of research since “NGOs are well known for having model SHGs and model villages strategically located close 
to their campuses.” This is where much of their investment in time, education, monitoring and evaluation and intensive 
work have been devoted to encouraging the members and to which visitors are regularly directed. These model 
locations might also be the oldest or earliest established and thus make it easy for normative answers to be scripted 
and rehearsed for visitors. This was the case with this research, however, the use of local trained social workers 
negated many responses and generated further questions delving further into the issues under discussion. 
Data compared, manipulated and analysed using 
software tools 
Findings assessed, prioritised in thematic 
importance and relevance to research question 
Collection process
  
      Coding  
Analysis Process 
Findings Documented 
Data sorted, themes identified, coded and 
connections / patterns noted 
Inconsistencies noted and clarified 
Web information collected and assessed 
Interviews, documentary and discussion data 
collected, transcribed, translated and collated 
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with often illiterate, marginalised stigmatised women in remote villages where English was not 
spoken (Myers and Newman 2007). (Section 4.8.2 details the process of employing locally trained 
social workers).  Further, the researcher’s extensive exposure to Tamil Nadu, in particular rural 
village self-help groups, provided experiential mechanisms (e.g. cultural and self-help group 
operational knowledge) for ensuring that the potential impact of these pitfalls was minimised. In 
addition, the use of local interviewers enabled the participants to be further empowered and given 
increased ‘voice’ since, as Chambers (1997:32) points out, “power hinders learning”.  
4.8 Ethical considerations 
4.8.1 Institutional requirements 
 
Ethics approval was obtained from Queensland University of Technology Research Ethics Unit 
(Reference No. 1000000610 dated 18 June 2010) prior to undertaking any data collection.  A 
number of ethical issues were raised and considered in the context of this study and can apply to 
any research undertaken with poor people. They arise especially when the participants are unlikely 
to be empowered or derive direct or immediate benefit from their participation. In the case of this 
research it is argued that participation by the poor will potentially assist outsiders to learn about the 
poor’s experience and realities, and will potentially influence donor policy and practice (Narayan et 
al. 2000). The issues that were considered include investment of time, raised expectations, 
feedback, and the provision of money for participation; each of these is considered below. 
 
The time of poor rural workers is valuable. Depriving farm workers of time in the fields reduces 
opportunity for income. However, when poor people express and reflect on their realities, they often 
learn and gain satisfaction from the opportunity to participate. Hence, the participatory process, 
whilst taking the time of workers, can also lead to enhanced awareness and result in new initiatives 
within the community. 
 
It was recognised that any visit to or discussion with self-help group members and poor women in 
villages may raise expectations, including the possibility of financial assistance. The involvement of 
local female social workers (engaging with self-help group and village participants), who were 
trained to clearly and repeatedly indicate that they were not able to provide any such assistance, 
mitigated against this expectation. In the longer term, however, local people can potentially benefit 
from enhanced policy implementation by the MFI or NGO with whom their self-help group has a 
relationship, as a result of studies such as this on poverty alleviation. 
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Whilst the intention was to provide preliminary feedback to the community following the data 
collection, time constraints for both data collection and analysis meant that immediate feedback 
was not always possible. It was, however, possible for some initial assessment to be communicated 
to participant groups within a day or so following debriefing of social workers and discussion of data 
collected from a number of participant groups in the same district. It was anticipated that, for a study 
endorsed by local NGOs, findings may instigate or influence action to improve current processes. 
The findings and discussion of those findings were shared with the NGO directors by arrangement 
with the secretary of the TNVHA. As a result of these findings, changes to NGO facilitation practices 
are being considered by the NGO directors.  
 
Consideration was given to providing small amounts of money for participation in interviews in lieu 
of people’s time. However NGO directors were adamant that women were not looking for money 
and any money given to them would devalue their contribution of time and information. Additionally, 
to pay would create a precedent for NGO and research project staff and thus change the concept of 
collaboration with NGOs. The giving of money as an incentive to participants might also generate 
competition between NGOs and clients to participate. As such, the invitation to participants to state 
their concerns, aspirations, achievement and experiences was viewed as an opportunity not 
requiring compensation.  
 
In the context of group discussion within the self-help group and comments by individual self-help 
group members,  there can be no guarantee of confidentiality by other group members. However, 
substantial literature on the subject of community counselling and shared confidentiality in 
developing communities (Campbell and Rader 1995) indicates most people in a small community 
within developing countries know each others' personal affairs, including wealth and assets 
(Krishna 2006). As such, the information shared and discussed at the self-help group meetings, as 
part of this research, was likely to be already known to other members. Participants were informed 
that their participation was voluntary and that they could choose not to be involved if they wanted. 
No alternative avenues for participants to provide information were made available.  
 
The ethical considerations concerning the collection of data by a western male researcher from 
non-English speaking Indian dalit women were also considered. (Refer Section 5.6.1.5 and 5.7.2). 
The consent document was translated into Tamil and was read and explained to the participants by 
either the social worker or the president of the self-help group. In all cases, a consent document 
was read, explained, signed and returned by the participants prior to engaging in the interview or 
discussion.  In the case of the self-help group members and the village women, social workers 
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discussed the project with them and obtained a signed consent form from each participant 
indicating their willingness to participate in a voluntary manner. In addition, in most cases the self-
help group president read and explained the consent form to the members as a group in the Tamil 
language by prior arrangement with the social workers.  
4.8.2 Interviewer training 
 
Because of the low education and literacy rates in Tamil Nadu, social workers who had a tertiary 
education, were users of both Tamil and Hindi languages, and who had knowledge of the local 
culture and traditions, as they were likely to be better received than a male westerner who had no 
local language skills. Involving locally trained women also reduced the sense of assumed coercion 
that may have resulted from the researcher’s direct participation in the interviews or discussion.  
 
The social workers were identified through expressions of interest notices circulated at a number of 
universities and institutes in the vicinity of Nagercoil. Applicants responded and were interviewed by 
the secretary of the TNVHA during the preparation phase of this study. By using social workers who 
understood the culture, language, traditions and village mores, a higher level of rapport and 
contribution was envisaged, in addition to overcoming the gender barrier between the researcher 
and the village women (Myers and Newman 2007).  
 
Each of the Tamil speaking social workers undertook a course in research ethics facilitated by a 
local university PhD academic, researcher and community development consultant. The training 
proved to be invaluable during the interview process, when voluntary and informed consent was a 
precondition to participation in the research. Each social worker agreed to sign a protocol regarding 
the research. 
 
Prior to conducting any interviews, the social workers were briefed by the researcher on the 
purpose and objective of their engagement with members and non-members of self-help groups 
and the poorest of the poor women. The purpose of each data collection instrument was also 
outlined.  In addition to answering questions from the social workers, the researcher gave the social 
workers guidance on how to respond to likely questions or requests for individual or group financial 
support that the self-help group or individual participants might make. The social workers were 
employed at the local NGO salary rate for a person with that level of training and experience. 
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4.9 Summary 
 
In this chapter, the methodology, research design, and associated data collection methods were 
described. The methodology utilised a qualitative research approach relying on primary data 
collected from a variety of sources. In addition, documentary data from NGOs was also obtained. 
The chapter also set out the details of the instruments utilised to record data from the various 
participants. The methodology was based on proven participatory techniques including semi-
structured interviews with BDOs, NGO directors and elected panchayat leaders, and group 
discussions and interviews with women, both self-help group members and non-members. 
Individual interviews with women provided the opportunity “to hear the local voices” and gain data 
on their firsthand experiences and perceptions (Strier and Abdeen 2009:566). In the data collection 
plan each category of participant was important to the data collection process, and each contributed 
from their own knowledge base. 
 
The chapter also reflected upon the various ethical issues that were considered in the planning 
stages for the research. Of significance was the need to engage locally trained Tamil speaking 
social workers to undertake one-on-one interviews and self-help group discussions. These 
discussions were conducted with women whose only language was Tamil and who may not have 
willingly participated had a western male conducted the interviews or group discussions. The 
potential cultural barrier between the researcher and the women participants from the village was 
reduced by the involvement of these social workers (Myers and Newman 2007). 
 
Chapters Five and Six present the findings derived from a detailed analysis of the data collected.  
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Chapter 5 Findings – impact of microfinance on self-help groups 
5.1  Introduction 
The purpose of this chapter and Chapter Six is to present the findings from the fieldwork and data 
collection activities outlined in Chapter Four. These findings are presented as two chapters since 
the data relating to the research questions previously mentioned in Section 4.1 were analysed 
differently to respond to the first and second research questions. The first two research questions 
dealt with loans through MCPs and the impact of those loans on the poorest of the poor women. 
The second two research questions were concerned with potential exclusion from MCP and 
potential exclusionary factors. So as to provide an administrative context for the government’s 
poverty alleviation policy, Section 5.2 provides the background of the BDOs’ coordination 
responsibilities for programs associated with poverty alleviation in addition to their policy 
perspectives regarding microfinance program implementation relevant to this study. Section 5.3 
presents the findings regarding the extent and conditions of loans provided to the poorest, the 
subject of the first research question of this study. Section 5.4 reviews the findings concerning the 
social impact of microfinance programs on the poorest of the poor and the benefits from self-help 
group membership specifically.  This section also details the findings regarding the social benefits 
for the community that resulted from the formation and operation of the self-help group which is the 
focus of research question two of this study.  A summary of the chapter is provided in Section 5.5. 
5.2  BDO coordination of programs  
 
When participating in this study, BDOs relied on the GOI 2001 census for the provision of data 
relevant to their block. They did this because they did not have any more recent statistics available 
to them despite playing a significant role in implementing numerous other programs funded by both 
central and state governments (including the MGNREGS40). Appendix L provides a list of Indian 
government levels of responsibility reported by the participating BDOs. This illustrates the 
                                                     
40 The MGNREG Act 1992 was introduced with an aim of improving the purchasing power of the rural people, and 
bridging the gap between the rich and poor in the country. Approximately one-third of the workforce in the MGNREG 
scheme must be women who are recognised as living below the poverty line. Workers are engaged in projects in their 
local area that relate to water conservation and water harvesting, drought proofing (including afforestation and tree 
plantation), irrigation canals including micro and minor irrigation works coordinated by the BDO. They are also involved 
in horticulture plantation and land development facilities for land owned by households belonging to the Schedule 
Castes and Schedule Tribes or BPL families. 
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relationship of BDOs to other levels of GOI administration, especially in relation to poverty 
alleviation. 
 
During the interviews, all BDOs stated that their main professional objective was to alleviate poverty 
through various programs which involved moving people above the poverty line through access to 
credit. Poverty alleviation was stated by each BDO to be very important to their administration and 
all other activities were related to this objective.  All BDOs reported that their priorities were decided 
by government policies and local panchayat needs. BDOs displayed a lack of ownership regarding 
decision-making and confirmed that they ranked these priorities in accordance with government 
policy, as indicated by the following statements: 
 Government policy and local needs [determine the ranking] (BDO 4 interview, Oct 2010). 
Village ward members collectively decide priority ... local party and panchayat decide [at 
the] monthly meeting (BDO 3 interview, Oct 2010).  
 
[Reasons for the policy ranking was] based on income of community [decided] by central 
and state government [and] donors only (BDO 6 interview, Oct 2010). 
 
All BDOs indicated that government policies were ranked ahead of local needs and demands since 
these informed their implementation process. BDOs reported that government-sponsored poverty 
alleviation programs provided revolving funds for microfinance. These funds were available in each 
of the participating blocks for NGOs to organise self-help group participants, who were mainly 
women, to undertake house construction or repairs, pay school fees, meet marriage costs, and 
commence small businesses.  
5.3 Extent of lending to the poorest of the poor women 
 
The NGO directors reported that the poorest of the poor constituted a high proportion of their self-
help group membership. They all asserted they specifically target this segment of the population 
and design the self-help group program for them. The directors indicated that an average of 43% of 
the membership of self-help groups facilitated by their NGOs was comprised of the poorest of the 
poor. The data collected by the social workers from the sample self-help groups, however, revealed 
only 38 women (19.4% of the sample) had a ration card, indicating they were BPL. Moreover, it is 
unlikely that all 38 were the poorest of the poor. Based on the sample, it seems the proportion of 
members who were the poorest of the poor was less than half that reported by the NGO directors. 
 
During the focus group discussions 60 (30.6%) of the 196 self-help group members reported that 
they had been living below the poverty line before joining the self-help group, with the remaining 
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136 (69.4%) above the poverty line before they joined the self-help group. Fifteen (7.6%) of the 60 
BPL women reported that they had elevated their economic status to being above the poverty line 
since joining the self-help group as a direct result of their membership and the associated economic 
activities. Further, 36 (18.4%) of the women in this sample were the heads of their households, with 
no male support. This meant that, despite the additional responsibilities for their household, lifting 
their economic status above the poverty line was a more challenging achievement since they had 
no spousal support. Such an achievement for the poorest of the poor also suggests that 
membership of the self-help group was an important support mechanism. The NGO which reported 
the lowest number of poorest of the poor members (NGO B), had the highest percentage of loan 
defaults. 
 
It should be noted that there might have been some bias in the selection and access of self-help 
groups because of the assistance provided by NGO directors. In the 12 self-help groups that were 
nominated to participate, all 196 (100%) members, including those who were below the poverty line 
and poorest of the poor, reported that they currently had more savings and property than they did 
before joining the self-help group as a direct result of their membership, with 50 (25.5%) of these 
members operating their own small business following receipt of loans through the self-help group. 
Of the sample of 196 women, 131 were in paid employment or were working under the MGNREGS. 
 
Of the self-help group members interviewed individually, four (7.2%) indicated that the purpose of 
their loan was for business or investment, whilst only one (1.8%) of the non-self-help group sample 
had a business loan. Forty (72.7%) self-help group members had borrowed money for education, 
health and housing, in contrast to 21 (37.6%) from the non-self-help group sample who had 
borrowed from informal sources for these purposes. Nine (16.1%) of the self-help group members 
interviewed individually had borrowed specifically to pay for marriage-associated costs. Table 5.1 
summarises the findings concerning loan use by members and non-members. 
 
Table 5.1 Use of loans by village women 
Purpose of loan No. of SHG members % No. of non-SHG members % 
Business 4 7 1 2 
Non-business 40 73 30 55 
Not stated 11 20 23 43 
Total 55 100 54 100 
 
Loans ranged in size from Rs 1,000 to Rs 40,000 (A$20–A$800) with an interest rate of two per 
cent per month being the most common prevailing rate. Forty-four members had individually 
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acquired 119 loans during 2009 at an average amount of A$316. Twenty-five (45.5%) of the self-
help group members who were interviewed individually indicated that they wanted larger loans, 
while only two (3.6%) reported that they felt that the interest rate of 2% per month charged by the 
NGO was excessive.  
5.4 Impact of microfinance on poorest of the poor women and 
communities 
5.4.1 Empowerment of women 
 
As noted in Chapter 4, individual interviews were conducted by social workers with 55 self-help 
group members and 54 non-members from those villages. Table 5.2 lists the key findings and 
implications in relation to women’s participation in self-help groups identified by the self-help group 
members. The dominant themes reported were: a higher level of savings than experienced before 
membership (100%), a very high level of trust between members of the self-help groups (98.2%), 
internal lending within the self-help group (89.1%), decreased reliance on moneylenders (56.4%), a 
desire for larger loan size (45.5%), and a high expectation of lower interest rates (7.3%) although 
more (36.4%) indicated that the interest rates were reasonable. One self-help group highlighted the 
level of trust by saying: 
We are trusting all of the member because they have very good cooperation ... since the 
commencement of the SHG [we have] not had a problem (SHG 4 focus group, Oct 2010). 
 
Microfinance programs were promoted by central and state government agencies (the RBI and the 
Planning Commission) through the BDO administration in order to firstly enhance and encourage 
savings by those in low castes and secondly to alleviate poverty and provide access to loans and 
thus empower women to create small business and employment opportunities following skills 
training in a variety of income producing activities. Further, a greatly enhanced level of community 
involvement in development activities and a high motivation to represent the community as elected 
councillors were also noted. 
We did lot of works together. The SHG members ... purchased [land] for public building 
construction for whole community, provide the water facility to the community, individual 
toilet... all the members of SHG paid Rs 200 (A$4) per individual for construction of toilet 
(SHG 6 focus group, Oct 2010).  
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Table 5.2 Financial and social implications of participation in self-help groups  
Issue Finding  Implication 
1.Saving in SHGs 100% of members now save41 Regular increase in collateral and assets 
2.Internal lending in SHG High demand for loans Increased accessibility but delays in loan approvals 
3.Moneylenders service Decrease in use Lower interest rates from other sources 
4.Trust of self-help group 
members 
98.2% trust fellow members Members develop group cohesion 
5.Use of credit and savings Used for consumption needs – health, 
education, housing 
Majority of loans not used for small business or income 
generation 
6.Skills training High demand for training Cost borne by NGO which limits ability to provide adequate 
level of training 
7.Economic activity since loan 
accessed 
25.5% create small business Loans used for other purposes by members (e.g. health, 
education) with subsequent impact on quality of life and 
enhanced potential to engage in income producing activities 
in the future (indirect link) 
8.Interest rates of NGOs/MFIs Expected to be low by SHG members SHG members’ expectations unfulfilled 
9.Loan repayment rate 97-99% rate of repayment42 Group pressure effective in securing accountability for 
repayment of loans 
10.Loans used for gold or 
jewellery purchase for 
speculative investment 
Minority of women and loans involved Finance from SHG used as hedge fund by less poor women 
11.Involvement in community 
development projects such as  
road, water, toilet construction 
initiated by SHG members 
High level of participation by both 
members and non-members of SHGs  
resulting from growth of human, social 
and financial capital 
Improved community conditions result from collective action 
12.Civic affairs involvement Six women from SHGs elected to 
public office 
Increased confidence and credibility in community for all 
women 
13. Literacy rate in sample 
blocks 
BDOs report improved rate due to 
SHG membership 
Women empowered 
 
The support by government was, according to all BDOs, the main factor promoting self-help groups 
because of the heavy subsidy that various levels of government provide for microfinance programs. 
In all blocks, finance for the poor was also available from a variety of sources including banks, 
moneylenders and NGOs. According to all BDOs, self-help groups were a useful mechanism for 
empowering people and helping them access funds so that they might elevate themselves above 
the poverty line.  
SHGs ... very important for women empowerment (BDO 6 interview, Oct 2010). 
 
Self-help groups were very helpful otherwise the women would get money from 
moneylenders at high interest rates (BDO 2 interview, Oct 2010). 
 
Poverty is reduced ... independent decision-making by women – not depend on husbands 
(BDO 5 interview, Oct 2010). 
 
One NGO director noted inadequacies in the system given that training was a very important aspect 
of the NGOs’ facilitation to ensure women had the necessary business skills to alleviate their 
poverty: 
Economic assistance is provided through loans with subsidy from government, but 90% not 
use it for [the stated] purpose of loan. They do something else with the money. Ninety per 
cent of businesses fail because of lack of entrepreneurial skill and lack of technical skills. 
                                                     
41 It is a mandatory requirement of membership that all members save and deposit the same amount on a regular basis 
as decided by the group. 
42 A 97% repayment rate is acceptable but for less experienced SHGs the rate may be lower resulting in internal conflict 
due to non-repayment of loans. See previous footnote 25 regarding loan default rates researched by NABARD. 
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Not everyone is an entrepreneur.  There is a need to research the system and test past 
work (NGO Director C interview, Oct 2010).  
 
 
All BDOs reported that the self-help group model was an important empowerment tool for women 
and because of this, the model was strongly promoted by the central government. Based on the 
BDOs’ assessments, women had become more financially independent of men and were playing a 
more significant role in family matters because of their access to finance and empowerment through 
self-help groups. BDOs claimed to be detecting a higher level of skill and self-confidence in women 
as a result of their participation in self-help groups. 
women can go to the bank now without husbands ... started shop and earn a good income 
... [buy] land and sell for daughter’s marriage ... very useful – more confident people 
through microfinance ... ownership by people (BDO 3 interview, Oct 2010). 
 
The effectiveness of the self-help group implementation policy in the village was judged by the 
elected panchayat leaders to have increased the empowerment of the women members, enhanced 
their financial capacity and skills (such as maintaining a passbook, calculating interest and reducing 
credit debt), and contributed to village life through community development projects. All elected 
panchayat leaders reported that women had a new confidence and improved quality of life resulting 
from education and training they gained because of their membership in the self-help group.  
Before [women became members of the SHG] they depend on men for everything... 
education and health ... now they pay for this from their loans and savings ... they also have 
better self-awareness ... they are more self-confident and manage their households better 
(EPL 4 interview, Oct 2010). 
 
[SHG] Effective? ... yes ... education, household items, weekly interest to moneylender has 
changed ... they pay less interest now ... [because they have] less debt [and] lower interest 
rates (EPL 2 interview, Oct 2010). 
 
Women had become more confident and most did not ask their husbands for permission 
now whereas this was the case before the spread of the self-help group program (BDO 7 
interview, Oct 2010).  
 
Empowerment in terms of improved literacy rates, especially financial literacy, in each of the seven 
blocks had increased as a result of self-help group membership according to the BDOs’ and EPLs’ 
assessments43. However, data from other sources was not found to substantiate this claim.  
 
Further, it was noted by one BDO that: 
                                                     
43 EPLs and BDOs gave an assessment of the women’s empowerment from their observations and interactions with 
SHGs. Issues included covered general education, skills training, higher literacy (including financial literacy) in each of 
the seven sample Blocks. Independent actions such as going to the bank without being accompanied by the spouse, 
was verified in the interviews with SHG members. Holvoet (2005) found that access to credit in SHGs and social 
mediation by women shifts decision-making power to women and thus gives women a sense empowerment. 
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Female child is less problem now ... 20 years ago [it] was a sad thing to have a female child 
[in view of the likely future drain on resources due to education, health and marriage costs] 
(BDO 3 interview, Oct 2010). 
 
 5.4.1.1 Gender equity and participation 
 
According to the elected panchayat leaders, the villages were more likely to have men and women 
sharing an equal status because of the presence of self-help groups. Prior to the commencement of 
the self-help groups, this level of equality was not discernible44. This enhanced respect from 
husbands and perceived equality in the village were possibly due to the increased financial 
contribution by women to the household.  
Women get [the] opportunity to go outside [the village] and meet others ... there are still 
problems there but [they are] less because of the SHG... before they didn’t go outside the 
village. Men didn’t allow women to go outside ... SHG [has changed this] ... women are 
more independent and equal (EPL 3 interview, Oct 2010). 
 
According to all elected panchayat leaders, the growth and development of women’s capabilities, 
was observable in a number of areas, including the increased number of members who were now 
elected as councillors. 
SHG members [have] become councillors, government officials ... get elected [in] six out of 
15 wards are women and members of elected panchayat bodies. They advanced their skills 
and were respected by the community. Government [minimum] 33% regulation for women 
to be elected ... better equality is there ... men and women equality higher now (EPL 3 
interview, Oct 2010). 
 
All elected panchayat leaders indicated that women were now willing to visit the BDO and District 
Collector because of their increased confidence. They interacted with government officials, such as 
the District Collector, whereas before the existence of the self-help group and the work of the NGO 
in the community, they did not. It was reported by elected panchayat leaders that women’s 
confidence and desire to undertake these activities was directly attributable to the training and 
education provided in the self-help group environment.  
[Before self-help groups were established in their villages] women would stay in the house, 
now more confident ... they go to Gram Sabha45 four times a year ... advisory body ... 
women SHG participate ... not before [SHG] (EPL 2 interview, Oct 2010) 
 
                                                     
44 This claim by the ELPs is consistent with the study undertaken by Rai and Ravi (2011) in India  and also Swain and 
Wallentin (2009) who studied the advancement of women in SHGs. Holvoet (2005:75) argues that “women’s group 
membership seriously shifts overall decision-making patterns from norm-guided behaviour and male decision-making to 
more joint and female decision-making.” 
45 The Gram Sabha is the quarterly meeting of the village held to set priorities and decide on financial matters regarding 
government funds provided to the village for improvements. 
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[Women are] more confident ... they now budget ... personal hygiene is improved ... they 
went to meet government officials ... didn’t happen before [the SHG was formed] (EPL 5 
interview, Oct 2010). 
 
The elected panchayat leaders offered positive views on the usefulness of the role of self-help 
groups in communities and particularly the usefulness of self-help groups in assisting women to be 
more empowered. Examples of the growth of human, financial and physical capital due to the 
operation of self-help groups were cited by respondents who claimed they were able to be more 
effective because of their informed participation. . 
SHGs are effective – better education, household items ... construct public toilets for 
women and children, SHG get bus and transport problems solved (EPL 2 interview, Oct 
2010). 
 
Before they [women in SHGs] depended on men for everything, education and health, now 
[after becoming a self-help group member] they can pay for this from loans and savings. 
They have better self-awareness and self-confident. Lifestyle improved ... better skilled and 
educated ... health training ... through schemes the uneducated have better literacy now ... 
as a group they sit and discuss, see others and learn (EPL 4 interview, Oct 2010). 
 
Adverse comment was made however, concerning the limited facilitation and support provided by 
some NGOs for self-help group members. It was reported by one NGO director (NGO C interview, 
Oct 2010), and noted by social workers during their self-help group discussion groups (Social 
workers 4, 5, and 6, Oct 2010), that some self-help groups were there in name only46 and had not 
received sufficient facilitation from the NGO. However other data, such as the BDOs’ and EPLs’ 
confirmation of economic benefits and reduced conflict in each of the sample villages, contrasted 
with this adverse comment by establishing that each self-help group was established and facilitated 
by the NGO. 
 
One elected panchayat leader stated that women had a more empowered voice in the community. 
SHG members complain if a tap is broken or if there is stagnant water ... they bring to 
panchayat president’s attention issues in the community ... if they have other difficulties 
they go to government officials now (EPL 4 interview, Oct 2010). 
 
 
5.4.1.2 Indirect benefit of BDO/NGO collaboration 
 
All six NGO directors asserted that women benefitted indirectly from another avenue of 
empowerment: the NGO’s relationship with the BDO’s office. Each of the six NGO directors 
confirmed that a close relationship had been formed between the block development administration 
                                                     
46 No self-help groups in this sample were detected to be ‘in name only’. All 12 SHGs in this sample were operating with 
savings and loans regimes and interviews with individuals from each of the 12 SHGs were conducted 
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and the NGO director. The NGOs, because of the many other health and educational programs 
funded by them, had an established a rapport with village communities and with other government 
agencies. NGOs were therefore able to use this knowledge and experience to influence and 
establish new self-help groups to benefit women in keeping with the predetermined targets of the 
block and district administrations and in accordance with the Tamil Nadu State Government policy. 
The policy both informed the NGO and alerted them to new avenues of potential collaboration and 
expansion which targeted more women. BDOs and NGO directors indicated that this process was 
of mutual benefit to them and to the women who joined the new self-help groups. One exception, 
however, was noted by a BDO in relation to the number of NGOs and their access to funding from 
overseas. 
Too many NGOs who control people in villages ... NGOs get money from outside [India] ... 
they do not share with government ... government shares with them only (BDO 4 interview, 
Oct 2010). 
 
Hence, there was general consensus among BDOs that self-help groups had generated positive 
impacts for individual members and for the communities in which they had been formed and 
operated. The broad benefits included women’s empowerment and improvements in social and 
financial situations of households. 
5.4.2 Outcomes of poverty alleviation programs  
 
 
According to one BDO (BDO 5, Oct 2010), the proportion of households BPL in his block had 
reduced from 20% to 8% during the previous calendar year (2009), meaning that 12% of all 
households in his block had been lifted above the poverty line47. In his view this reduction of people 
living below the poverty line was attributable to increased membership of self-help groups and the 
associated benefits. Rates of people living below the poverty line based on BDO interviews 
reportedly ranged from 8% to 31% of the population in the blocks represented in this study. 
However, this information is consistent with RBI (2011) and Planning Commission reports (2011) 
which both indicated that an average of 21.9% of rural people in India lives below the poverty line in 
contrast with 16% in Tamil Nadu (GOI 2011). Table 5.3 shows the assessments of the seven 
participating BDOs regarding the percentage of women living BPL in their respective blocks. 
 
                                                     
47 This huge increase seems to be either an error, a redefinition of BPL or boasting on the part of the BDO who did not 
refer to any data for this explanation. This response needs to be treated with caution as it was unable to be verified and 
is not consistent with the official government data nor does it align with the research data. 
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Table 5.3   Estimation of women BPL per Block    
Percentage of women BPL 
estimated by BDO in the block 
        Number of     
        Blocks       
 
1-10% 
11-20% 
21-30% 
31-50% 
51-100% 
 
Total  
          2 
          -          
          1 
          3 
          1 
   ------------- 
          7 
 
    -------------  
 
Income data obtained from the individual self-help group member interviews revealed that 31 
women (56.4%) reported having an income of Rs 6,000 or less per month, a figure slightly below 
the poverty line of Rs 6936 set by the GOI and the Indian Planning Commission (GOI 2011; 
Planning Commission 2011). This figure was different, however, to the number of self-help group 
members who reported in the focus group discussions that they were living below the poverty line 
(45 women representing 23% of the sample).  
 
The focus group savings data was consistent with data obtained during the individual interviews 
with the sample of 55 self-help group members. Only 2 (3.6%) of the 55 women reported they had 
not saved any money during 2009. However, 44 (80%)48 reported borrowing money in the form of a 
loan through the self-help group during 2009 either from self-help group savings or through bank 
loans. In two areas, women reported obtaining loans for tertiary education. One self-help group 
adopted an orphan. Women reported that, prior to their participation in the self-help group, these 
activities were not possible. 
These savings are useful for children’s education and health (SHG 5 Focus Group, Oct 
2010). 
 
[The] SHG has adopted a girl child who is an orphan and supports her education ... she is 
in 10th standard ... SHG members ....pay fees, books (SHG 12 Focus Group, Oct 2010). 
 
The three main reasons cited for borrowing were: education for the member and/or the member’s 
family 13 (23.6%); building or repairing housing 13 (23.6%); and to pay health costs 10 (18.2%). 
Accordingly, the use of loans for purposes other than the creation of small businesses, production 
or employment, meant that income from other sources was used to make loan repayments. Loan 
use and repayment was monitored by NGO staff in the initial stages and later by self-help group 
members. 
                                                     
48 Given that loans are part of the SHG operation then an 80% loan rate is appropriate. These loans may 
have also come from the SHG savings. 
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During the initial stage, loan proposal and execution is monitored. Repayment is regularly 
monitored (Director NGO 6 interview, Oct 2010). 
 
 
As such, generally a positive assessment could be made of the benefits of self-help group 
membership with wide-ranging economic and social benefits for both the group and for individuals 
within the group. Table 5.4 sets out a comparison of the economic status of members before and 
after self-help group membership as reported by the members during the focus group discussions. 
 
Table 5.4 Changes in economic status following SHG membership 
Status                                                   No. before joining SHG                                             No. after becoming member of SHG (as at Dec 2009) 
Living BPL49 60 45 (38 with ration cards) (75%) 
Had savings in bank account Nil 196 (100%) 
Owned their own small business Nil 50 (25.5%) 
Had low interest loans Nil 44 (22%) 
n = 196  
 
5.4.3 Benefits of self-help group membership 
 
As previously noted in Table 5.4, after an average of 7.15 years of membership, 45 (23%) of the 
self-help group members were still regarded as living below the poverty line. This reflects a 25% 
reduction in the number of women living below the poverty line since joining a self-help group50. In 
their thinking the membership and activities of the self-help group contributed in some way to their 
reduced poverty. The level of Tamil Nadu poverty reduction was being attributed in part to the 
change in the way poverty line is set and also to microfinance activity in the villages. Four self-help 
groups had been in operation for over 15 years. Notably, 196 (100%) members acknowledged 
increased savings and procurement of other assets as a result of their participation in the self-help 
group.  
 
All reported having improved their savings, skills, assets, property, and income generating 
opportunities through various income generating projects. Training by NGOs included basic literacy, 
bank account operation, farm production, animal husbandry, petty business operation, and 
marketing with groups in one case receiving training in nine skills whilst others identified between 
three and five areas of training offered by the NGO. Many had goats, savings in a bank account, 
                                                     
49 60 (31%) out of 196 were originally regarded as BPL. This is regarded as poor NGO targeting of the poor for 
membership. 
50 A 25% reduction in women living below the poverty line is consistent with the data for Tamil Nadu over the period of 7 
years with a reduction from 34% to 15% for rural poverty (Planning Commission 2011). 
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land, and some had acquired gold as a long-term investment hedge.  Savings and loan funds were 
mainly used to pay for education and health fees.  Marriage costs, house building expenses, and 
insurance for health and life also featured prominently as the reported reasons for taking out the 
loans. By comparison Table 5.5 provides examples of economic benefits that were cited from NGO 
annual reports and BDO interviews. This sample of economic benefits highlights findings that were 
not identified from self-help group member data. 
 
Table 5.5  Sample of economic benefits from self-help group membership 
Example Source of data 
Starting from an initial loan of Rs. 500 there are members who borrow up to 
Rs.10,000 with a  repayment rate of over 97% 
NGO  4 Annual Report 2010 
 
The NGOs have succeeded in forcing the moneylenders to move away 
from certain areas 
BDO 1 2010 and NGOs 1 and 5 Annual Report 2010 
20 women from 6 adjacent self-help groups are operating a readymade 
garment unit (no profit/loss details were available) 
NGO 4 Annual Report 2010 
 
NGOs have been able to stop the pledging of essential survival items such 
as ration cards as collateral for loans 
NGOs 4 and 5 Annual Reports 2010 
 
Another significant benefit of the self-help group policy, according to the elected panchayat leaders, 
was the reduced interest being paid on loans since many were now able to access credit from the 
self-help group and/or the local bank rather than resorting to moneylenders. This resulted in more 
disposable income for families because they were paying less interest on their loans and this was 
regarded by self-help group members as a positive outcome of the programs (consistent with the 
views of BDOs).  
Through this SHG ... helped them to come out of previous borrows [pay off previous debt] 
which was taken from moneylenders (SHG 3 Focus Group, Oct 2010).  
 
It was revealed during the focus group discussion (SHG 4) and through participant observation by a 
social worker in that village, that some members who were living above the poverty line had no 
need for the self-help group since they were from a well-off area and owned houses that were 
superior in design and size to those in other villages.  Social workers considered that these self-
help group members had higher levels of financial means than people in all other areas that they 
visited as part of this research. 
 They [members] are coming to the SHG only for the purpose of taking gold, actually they 
have no other needs for the SHG ... [at the time of] seeing their houses, they are much 
[better] off financially [than other SHG members] (Social worker 5 participant observation 
notes, Oct 2010). 
 
One self-help group member (SHG Respondent 41, Oct 2010) indicated that her prime purpose in 
joining the self-help group was to obtain gold. Social workers also noted this intention on the part of 
some self-help group members (SHG focus groups 4,9,10, and 11, Oct 2010) who viewed this as a 
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positive outcome of membership. Gold was used as a hedge51 against severe adversity when the 
gold could easily be sold at a higher price than it was purchased for, and the local currency then 
used to combat the adverse circumstance such as a death or pending marriage in the family. 
Members improved their life conditions ... bought more gold (SHG Focus Group 11, Oct 
2010). 
 
After joining SHG they got many of improvements like build house, bought land, bought 
gold and goats ... (SHG 7 Focus Group, Oct 2010). 
 
Another group of 17 members all reported that their ‘life conditions had been greatly improved’ as a 
result of their membership of and access to loan funds through the self-help group (SHG 6 Focus 
Group Oct 2010). Some had opened new shops, learned animal husbandry, bought more land, built 
new houses and maintained existing houses. Additionally they had bought more gold and, through 
this self-help group, helped poor families with their children’s marriage costs. They had paid off their 
previous debts to moneylenders and worked together for the improved wellbeing of the community.  
 
In another self-help group, (SHG 3 Focus Group, Oct 2010), members indicated that benefits 
included asset acquisition such as building a new house, purchasing land for cropping, and the 
purchase of goats and hens for animal husbandry and income production. They had also borrowed 
money to pay for the delivery fees associated with the birth of their children. They had improved 
their living conditions and the prospects for their children by paying for their children’s education 
and health needs. They had also bought more gold. 
Members improved their life conditions ... made new shops ... bought more lands ... built 
new houses ... bought more gold (SHG 3 Focus Group, Oct 2010). 
 
Given the important social processes embedded in self-help groups and the reported levels of trust, 
and favours done and repaid in the group, it is not surprising that the reported results go beyond 
economic benefits of credit, loans, and savings. Additionally, the formation of a group brought 
people together who otherwise might be disconnected and provided them with opportunities to 
participate and contribute to the wellbeing of their community. The impacts that flow from 
microfinance programs to communities as a result of wider collective action resulting from the 
operation and collaboration of self-help groups is reported in the next section.  
                                                     
51 Gold wafer is deposited at the bank(s) and used as security for a bank loan at half the interest rate charged by NGOs 
through the SHG. Women have total control over their loans. This represents a mature and business like response by 
the women although the practise is not well regarded by NGOs. 
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5.4.4 Social impact of microfinance program on communities 
 
In Section 2.4.3 it was noted that many studies which measure impact of MCP did so primarily in 
economic terms. This research finds a number of social and economic aspects of community life 
that have been greatly enhanced through the participation of women in a self-help group formed as 
part of an MCP. Women, both individually and in groups, reported that their status in the community 
had been elevated through membership of the self-help group since they had acquired new life 
skills through training in small business and financial literacy, and collaboration. Status issues 
included improved economic capability, life conditions, family circumstances, investment in longer 
term opportunities, community change, personal and group empowerment and participation in 
collective action, all directly or indirectly enhancing the social fabric of the community.  
 
Analysis of the focus group discussions and NGO annual reports revealed that the self-help group 
members reported working together with non-members in their villages on over 45 different 
community development collective action projects where economic advancement was not the 
primary goal (see Appendix M for full details). The programs were designed and facilitated by self-
help group members to benefit the broader community and did not result in direct financial benefit 
for the participants. 
We did lot of work [projects] together. The SHG members took some initiative by getting the 
signature [agreement] of the community, filed the petition and submitted to the panchayat 
for bringing the minibus into the village [to provide a means of public transport for villagers]. 
Land purchased for public building construction for whole community, provide the water 
facility to the community, individual toilet ... all the members of SHG paid Rs 200 (A$4) per 
individual for construction of toilets (SHG 6 Focus Group, Oct 2010). 
 
 The programs included sanitation, road construction, orphan care, installation of street lighting, 
water provision, local transport, a children’s nursery, drainage and petitions to the village panchayat 
on various issues of concern. Hence, the benefits and impact of self-help groups extended beyond 
the individuals within the group and demonstrated the potential growth of social, human and 
financial capital within the group and the community. This came about through increased 
awareness, training, education and the cohesion of self-help groups which provided a foundation for 
them to address community issues. Table 5.6 provides examples of collective actions identified by 
various participant groups. 
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Table 5.6 Sample of collective actions/achievements of self-help group52  
Example Source of data 
Self-help group members mobilised and led the community in destroying all 
arrack53 production centres in their village.  
SHG 9 Focus Group , Oct 2010 
 
The self-help group members staged a protest and retrieved the public path 
from a company that had usurped it after the men had given up the task as 
impossible. 
NGO Director 4, Oct 2010  
 
Self-help group women ensured that legal action was taken in a case where 
the murder of a woman by her husband was dismissed as a natural death. 
NGO Director 2, Oct 2010 
The initiative and active intervention of a self-help group ensured the 
peaceful conduct of an inter-caste marriage in the community. 
NGO Director 4, Oct 2010  
The initiative of a group in a village which without electricity led to the 
installation of the first street light 
SHG 11 Focus Group, Oct 2010 
51 members and coordinators from one NGO contested the panchayat 
elections, some successfully. In most cases, their group members 
campaigned vigorously for them 
NGO Director 4, Oct 2010 
After the marriage of one young girl, her husband rejected the girl. 
Members of the self-help group initiated a petition and through police 
involvement arranged compensation of Rs35000 (A$700) for the girl 
SHG Focus Group 11, Oct 2010 
 
There was a consistent reporting by all elected panchayat leaders on the value of increased 
community participation by village members. According to the elected panchayat leaders, village 
people were thinking about, and working on, village issues more than they used to. The elected 
panchayat leaders reported that women (both members and non-members of self-help groups) 
participated in individual and collective actions in the community such as sanitation and drain 
construction, health training and other community initiatives (lobbying government for improved 
street lighting, water supply, and road access). Because of this participation they were learning from 
each other and enhancing their self confidence levels, thus satisfying one of the goals of the Tamil 
Nadu Government policy directive (Government of Tamil Nadu 2007) in that women elevated their 
participation levels and enhanced their human capital.    
 
Elected panchayat leaders commented on the positive and tangible outcomes from increased levels 
of community involvement: 
Drainage, water, electricity, street lights ... SHG writes to Panchayat Office to solve these 
community problems (EPL 3 interview, Oct 2010). 
 
Healthy village ... toilet construction ... keeping it clean (EPL 1 interview, Oct 2010). 
 
Construct public toilets for women and children ... everyone uses it ... SHG pays Rs100 to 
the cleaner ... SHG care for families abused and [those who do] not go to the police station 
immediately (EPL 2 interview, Oct 2010). 
                                                     
52 Table 5.6 complements Appendix M which details the collective action activities undertaken by the 12 SHGs. Forty-
one of the 45 activities were initiated by the SHG members. This data was obtained from the group discussion reports 
for the 12 groups. 
53 Arrack is strong local liquor produced by the men in the village 
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As such, self-help groups provided a wide range of new opportunities for the involvement of 
predominately women and for activities within the wider community to enhance the wellbeing of 
community members, both men and women. Growth of financial capital through improved access to 
finance gave self-help group members the opportunity to use some of that resource for community 
investment (e.g. arranging for the construction of the village toilet). Not only were social and 
financial improvements noted at an individual level, but communities were more harmonious, better 
educated, and better empowered to solve their own challenges. Hence, assessing the impact of 
MCP only in economic terms may overlook the many collective and social achievements of women 
through activities such as those above. 
5.4.4.1 Conflict reduction in communities 
 
The benefits of access to self-help groups extended beyond financial gains and empowerment for 
the individuals involved. They also affect the wider community. Despite the continued existence of 
economic challenges in the villages, the elected panchayat leaders all observed that one of the 
social consequences of the self-help group policy was a reduction in conflict within those villages 
where self-help groups operated. Because women belonged to self-help groups and met each other 
regularly, a sense of allegiance to the group developed. This allegiance resulted in a reported 
increase in trust, goodwill, harmony and unity both between women54, and between men and 
women. Increased harmony was reportedly evident, both in self-help group members’ households 
and in the wider community, resulting from the closer interaction between the women, and in turn, 
their families.  
Conflict in villages? Education level has increased ... SHG influence ... Women in SHG 
therefore less fighting between husbands of SHG members due to influence and allegiance 
of SHG members ... more harmony in the village ... more unity between women and men 
because of the SHG (EPL 2 interview, Oct 2010). 
 
Conflict is reduced ... now they are in SHG and meet with each other regularly they have 
less fights ... and husbands fight less ... it is not completely reduced but a lot less fighting in 
the villages is there (EPL 4 interview, Oct 2010).  
 
There was also, in the opinion of all elected panchayat leaders, an increased respect for women, 
less abuse of women due to women knowing their rights and having improved education, and more 
social engagement by women generally. The elected panchayat leaders acknowledged that 
husbands previously abused women in order to obtain access to loans from self-help groups for the 
                                                     
54 This was later disputed by the non-self-help group women who were interviewed. See Sections 7.4.2 and 7.5. 
124 
 
husbands’ own business operations. This practice had been reduced because of the combined 
influence and pressure of the group. 
Conflict is reduced [because of the SHG] and now there is good cooperation with each 
other ... loans to women are now used by women ... [the wife] tells the husband what she is 
doing ... husbands used to abuse women to get access to loans from SHGs for husbands’ 
business ... not now (EPL 5 interview, Oct 2010). 
 
5.4.5 Adverse implications of self-help group operation 
 
While impacts and implications of the operation of self-help groups were overwhelmingly positive, 
issues were identified regarding their general management that were of concern to NGO directors. 
No legal controls over fraud and stealing ... No Act controls them [Officials and SHGs] ... no 
monitoring system from government side (Director NGO A interview, Oct 2010). 
 
The political persons use microfinance for their votes ... Need more transparency in 
implementation [by government] (Director NGO B interview, Oct 2010).  
 
Policies of the government, politicians, vested interested people hinder microfinance 
operations in Tamil Nadu (Director NGO F interview, Oct 2010). 
 
These comments highlight the lack of a regulatory framework and the political nature of 
microfinance program implementation, and hence the potential for discrimination to be part of the 
implementation framework.  
 
The issue of fungibility of loans, where loans are used for a purpose that was not previously 
approved by the lender, could be one of the reasons why only 50 (25.5%) of the sample self-help 
group members reported having commenced a small business. Four (8.3%) of the 55 self-help 
group members who obtained loans used the loan for a business or production activity. Forty-four 
loans were utilised for other purposes such as education, health and housing construction. This 
point was raised by one NGO director who noted the high level of change in the purpose of loans. 
He said that there was a “need [for a] Government Act for self-help group financial management” 
since economic assistance loans were subsidised by the government through the BDO’s office and 
managed by the NGO. He speculated from his experience that 10% of borrowers used the funds for 
the purpose stated in the loan application with the remainder using the funds for other purposes 
(NGO Director C, Oct 2010). However, fungibility could also have a positive effect in that women 
learn to use money, loans in particular, and plan the running of their household budget. Without 
appropriate training and NGO support women may experience difficulties in commencing small 
businesses and hence using loan funds for family budgets may be a beneficial learning process. 
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There were other negative factors associated with self-help groups. BDOs cited a lack of unity 
within some self-help groups55 (BDO 1 and 2), a lack of legal framework for self-help groups (BDOs 
3, 4, 7), corruption by self-help group leaders (BDO 2), theft from within the self-help group (BDO 
2), and the mix of poor and wealthy women (BDO 4) in self-help groups as issues which they 
regarded as hindrances to achieving the maximum impact from the operation of self-help groups. 
Non-members were characterised as generally unmarried women, the aged, frail, Muslims, working 
women who had low levels of literacy and those who had no spare time in view of their long working 
hours and family demands (BDOs 2, 5, 7). An estimate by the BDOs suggested that 5% of eligible 
women were not members of self-help groups. Trying to encourage the non-members to become 
members of self-help groups was a goal of BDOs although none articulated any strategy for 
achieving this goal other than relying on the NGOs to form more groups. In response to a question 
asking if anything needs to be done to improve the efficiency of microfinance programs in the block, 
three BDOs responded “nothing” (BDOs 2, 4, 5), indicating that, in their opinion, the system was as 
efficient as it could be, with the exception that too many NGOs operated in the villages.  
5.5 Summary  
 
This chapter has presented findings from the five main data sources that related to the first two 
research questions. Those questions concerned the extent of lending to the poorest of the poor and 
the benefits of microfinance programs. In addition, the contents of the annual reports provided by 
the NGOs enabled verification of initial categories and contexts in addition to providing supporting 
demographic and NGO operational data. Both the policy and practice aspects of microfinance 
program establishment and operation were identified. The impact of microfinance programs was 
mostly viewed in positive terms by all participants, with economic benefits and improvements to 
community wellbeing of most importance. Data revealed that NGOs had engaged in poor targeting 
regimes with only 30% of members being BPL and fewer being members of the poorest of the poor 
category. Whilst negative aspects such as disunity, corruption and the need for an enhanced 
regulatory framework for self-help group operation were reported, the positive aspects outweighed 
these negatives in the overall findings.  
 
                                                     
55 Whilst BDOs nominated some general negative factors concerning SHG operations including a lack of unity in SHGs, 
none of the sample groups admitted this during the focus group discussions. Non-SHG members however had 
observed a lack of unity and quarrelling within SHGs in their villages. 
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Of most significance were the community development activities that were not undertaken with an 
economic focus in mind. These activities resulted from enhanced social, human, cultural and 
financial capital growth, firstly within the group, and in the larger community through self-help group 
collaboration and involvement in the village. These projects provided the communities with 
enhanced infrastructure and, in many cases, stronger advocacy for additional government services 
which improved the quality of life for village people and reduced the level of conflict. Additional 
findings in the next chapter focus on the objectives relating to selection and exclusion.  
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Chapter 6 Findings – self-help group selection processes 
6.1 Introduction 
 
This chapter presents findings pertaining to research questions three and four. Research question 
three asks if the poorest of the poor women are excluded from assistance under microfinance 
programs and if so, how. This relates potentially to the membership selection policies and practices 
within the self-help group program of the sample NGOs. Research question four seeks to identify 
factors that influence exclusion. Section 6.2 examines the self-help group selection processes to 
investigate if there are any exclusionary practices that place limitations on the membership of self-
help groups. Section 6.3 considers the data from NGO annual reports on the self-help group 
membership selection policies, criteria and processes. Section 6.4 considers the social, cultural, 
business and environmental factors, including caste, that lead to exclusion of the poorest of the 
poor from membership of self-help groups. These issues were central matters of interest in the 
conceptual framework. Additionally, data on trust, as it relates to the selection and membership 
processes for self-help groups, are also reviewed in Section 6.5 since this issue was identified as a 
significant characteristic of selection and potential exclusion. Measures that might mitigate against 
future exclusion will be dealt with in the next chapter since these emerge from the findings as 
responses to the current policy implementation practices. The chapter concludes with a summary 
(Section 6.6) which details the significant themes and issues that emerge from the data. 
6.2 Selection processes for self-help groups 
6.2.1 Self-help group member selection and formation process 
 
Identification of the criteria and process by which women are both invited to join, and then join, a 
self-help group is fundamental to understanding whether an active process of exclusion exists. 
Interestingly, the process by which women were selected and  the process which determined who 
was in control of that process were a matter on which all participant groups in the research seemed 
to have common views, despite some small variations. Ultimately, NGOs facilitated self-help group 
formation within the village. This was done at the invitation of the BDO’s office, with minor 
involvement by the EPL, and women effectively self-selected to form groups. The most strident 
opinions and explanations came from the BDOs who maintained that they were not directly involved 
in this process. 
 SHG selection criteria are nothing to do with government (BDO 2 interview, Oct 2010)  
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Self-help group members [are] selected by NGOs who are poor women (BDO 3 interview, 
Oct 2010). 
 
The BDOs indicated that formation of self-help groups involved selection processes that were 
independent of government, but that NGOs and government played a supportive role. 
Local government, central government and NABARD support microfinance operations 
(BDO 2 interview, Oct 2010). 
 
NGOs also support (BDO 4 interview, Oct 2010). 
 
BDOs reported that NGO staff undertook a preliminary visit to potential members’ homes, 
sometimes with the BDO staff. Following interaction with and identification of potential members, 
formation of the group took place through the NGO facilitation process, sometimes involving other 
parties/actors such as banks. All BDOs stated that self-help group member selection was 
undertaken and controlled by women group members 
 
Self-help group member selection is by women group members. This is not a BDO issue. 
Group members themselves select (BDO 4 interview, Oct 2010).  
 
Whilst the BDOs all reported the NGOs were responsible for selection and facilitation of self-help 
groups, they also indicated that the government project office provided some very limited input in 
the form of income data acquired through involvement of women in other projects in the block.  
Public officials, NGOs, Women Development Corporation and banks [are] involved [in a 
limited way] in selection of women for SHGs (BDO 5 interview, Oct 2010).  
 
The government project office was only responsible for ensuring that central government policy was 
carried out. Similarly, the EPLs claimed to have no involvement in the selection process, advising 
that their role was limited to talking to people and organisations during the process and that women 
in self-help groups made selection decisions.  
 
Village leaders and panchayat leaders did not say who was to be selected or not for SHG 
(EPL 5 interview, Oct 2010). 
 
Women decided who should be members ... anybody can join ... any caste, religion, can 
join ... blind, disabled, HIV positive, wealthy can join also ... group decides (EPL 1 
interview, Oct 2010).   
 
If more than 20 women wanted to join, the NGO required any more than that number to wait for the 
next group to commence when facilitation funds were available to the NGO since this determined 
the NGO’s workload.  
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One self-help group explained the formation process simply by saying: 
Group of people assemble together and sought the help of ... NGO, [the NGO] guided the 
SHG for the formation, approaching the members at their house, and created awareness 
about SHG. Anybody can join in the group (SHG 5 Focus Group, Oct 2010).  
 
However, some self-help group members and those who were reluctant to join a self-help group 
offered a slightly different interpretation of what they understood to be the central issue concerning 
selection.   
Government is forcing the people in general [who are seen to be poor] to join in SHG, but 
people who has money are not willing to join (non-SHG member interview, Oct 2010). 
 
Further, some women reported being forced by government officials to be members of two self-help 
groups and thus their savings commitment and borrowings doubled. The additional commitment 
could cause them further financial difficulty.  
Duplication is also there which will increase the debts (non-SHG member interview, Oct 
2010).   
 
There was a general consensus between BDOs, EPLs and NGO directors regarding the self-help 
group formation process. The general consensus highlighted a lack of willingness to accept any 
responsibility for the group formation process at an administrative level.  The BDOs had a common 
understanding of the selection process that followed a general pattern, although three BDOs 
reported that the women self-select, and that the women ultimately determine who will be members 
(BDOs 2, 4, 5, Oct 2010). The contrast between these understandings of the process could possibly 
be due to the BDOs’ various periods of tenure or different processes operating in different locations. 
Another factor may have been the quality of advice being provided by the BDO staff during the 
course of the interviews. NGOs and women in the villages, however, had a clear and consistent 
view of the process and criteria used to select potential members of self-help groups.   
[An NGO] will focus to form self-help groups among women who are below poverty line, 
scheduled caste, widows physically handicapped, orphans and destitute for social, 
economic and political empowerment ... above 18 age to 55 years (Annual Report NGO A, 
2010:2). 
 
Self-help group formation was facilitated by NGOs after villages were identified through 
collaboration with BDOs and elected panchayat leaders. In practice, following NGO facilitation 
surveys, women were invited to join according to criteria previously explained to them by NGO 
facilitators who were often from the same geographic area56. Groups could also be initiated by 
women who sought NGO support since the NGO often had other community development 
                                                     
56 All of the 12 SHGs had been formed using the criteria explained by the BDOs with the only difference being the 
variation between the upper age limits of 55 or 60. 
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interventions established in the villages and therefore had an established presence and relationship 
with the people of those villages. Member selection for individual groups was left to the individual 
women to arrange. 
 
The view that NGOs played a facilitation role in the selection and formation of self-help groups was 
also reflected in the annual reports of all NGOs and was a theme repeated by the directors of each 
of the NGOs during the interviews. The issue of who can join a self-help group is central to this 
research and is considered in the next section. 
6.2.2 Eligibility criteria for self-help group selection 
 
Selection criteria for self-help groups were left to NGOs to determine and promote, with village 
women selecting who should be in their group. BDOs regarded this as an NGO function since the 
NGOs worked in the villages with the people. In effect, the NGOs acted as sub-contractors for the 
block administration in forming new self-help groups and in ensuring that they were developed to a 
satisfactory level of competence. Members of self-help groups explained that some of the criteria 
which applied to prospective members were age, marital status, home ownership, a demonstrated 
capacity to make regular payments, living below the poverty line or being the poorest in the village, 
women from the same village and preferably same caste, having no qualifications, being entitled to 
a ration card57, and not being a member of another self-help group.  
The NGO team invited the people to join in SHG based on illiteracy, poor status, same 
caste and religion (Participant observation notes, social worker 6, Oct 2010). 
 
Selection criteria for SHGs are left to NGOs to manage ... This is a NGO function as they 
are [working] in the community, in the village, and the Government project office is 
responsible [for working in the village] also (BDO 7 interview, Oct 2010).  
 
The dominant features that were cited by focus groups included the need to live in the same village, 
age and ability to make regular payments. All self-help group members in both focus groups and 
individual interviews reported that ongoing membership was subject to working cooperatively, and 
meeting financial obligations, in addition to being committed to the local area through home 
ownership. 
[If people] make problem in starting [the SHG] we reject them from SHG and ... none in 
rented houses [could join a self-help group] as they could run away [with the loan money] 
(SHG member interview, Oct 2010).  
 
NGO informed and give awareness [to] people [who had] not joined other SHGs. Selection 
                                                     
57 As previously mentioned there are three types of ration cards available to households. These included the Antyodaya 
ration card for the poorest of the poor, the BPL ration card and the APL ration card. In this instance the Antyodaya 
ration card was being spoken of. 
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criteria [included] age 18-55 or 18-60, some no age barrier, married women only, none in 
rented houses as they could run away, capacity to pay regular payment, BPL, poorest, 
none over 60 years of age, age and same village are important (SHG 12 Focus Group, Oct 
2010).   
 
BDOs described the process from their own observations and noted that detailed specific criteria 
existed. 
 Criteria for selecting members exist ... If they live in one street they join, like-minded     
 people, same community, join with each other (BDO 1 interview, Oct 2010). 
  
Non-membership was typically attributed by BDOs to factors such as lack of time and skills. 
 
 They are not members because they are aged, have no time, don’t know about account    
 keeping, poor literacy (BDO 4 interview, 2010). 
 
Further, it was noted that membership was not limited to the poor. 
 
Criteria for selection of members of SHGs exist. Use BPL list mostly but can include rich 
also. [The SHG] can include wealthy women – no different between wealthy and poor (BDO 
5 interview, Oct 2011). 
 
The selection criteria for self-help groups contained some contradictions in that some NGOs were 
prepared to accept non-poor whilst others required that members be poor. Another contradiction 
was the willingness to accept the aged and those with poor literacy when one BDO noted this 
prevented women from becoming members. A difference in the acceptable upper age limit (55 or 
60) was also noted. The selection of non-poor as members of self-help groups is discussed in the 
next section. 
 
6.2.2.1 Selection of non-poor women for membership 
 
The inclusion of both non-poor and poor women within self-help groups may be a reflection of the 
desire by women to become members of a group so as to associate with others and seek 
opportunities for empowerment and learning rather than access finance. Others however sought 
membership for investment opportunities. The level of benefit and impact for the members of a 
group may have depended upon whether or not members joined the self-help group because they 
thought membership would increase their access to resources, and whether they already 
possessed skills in wealth creation and management. This understanding was reflected in 
comments by 10 (18.5%) of the non-self-help group members in individual interviews who reported 
that they felt there were wealthy women in the self-help groups, whilst 17 (31.5%) of the same 
group of participants indicated that there were no wealthy women in the groups. The remainder (27 
or 50%) did not comment on this question. This result was a reflection of the different facilitation 
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policies being applied. Two NGOs (NGOs B and D) allowed wealthy women to become members, 
whereas other NGOs would not permit these women to join the self-help group. This was an issue 
noted by two elected panchayat leaders. 
Women decide who should be members ... wealthy can join also ... group decides (EPL 1 
interview, Oct, 2010). 
 
Other isolated groups such as the palm tree climbers in one village were all included in one self- 
help group so as to transfer skills and knowledge between members.  
Families from the palm tree climbers / tappers ... palm oil collectors ... some educated and 
the village was selected because of that ... some are poor but some are wealthy and have 
got good incomes (EPL 5 interview, Oct 2010). 
 
NGO directors also reported that the NGOs were an advocacy platform for voiceless marginalised 
people. People of lower caste, BPL households, people married with children, single parents, 
welfare card holders, and those with low education were nominated by all six NGO directors as 
selection criteria governing inclusion in a self-help group.  
 BPL, married with children, without husband and has children, ration card, SC or  
 TC, low education HIV positive, differently abled persons [can join a new self-help  
 group] (Director NGO B Interview, Oct 2010). 
 
  Poor family is most important (Directors NGO 3 and 4 Interviews, Oct 2010). 
To write minutes, accounts, some education is needed, so educated ladies should be 
included (Director NGO E interview, Oct 2010). 
 
BPL and uncovered areas [without an operating SHG] are identified through peer groups 
and volunteers and then [they] select the members (Director NGO F interview, Oct 2010). 
 
NGOs were clearly interested in attracting members who were motivated to participate, receive 
training and increase their incomes or were under financial stress. 
  Women who are interested to increase the family income [are invited to become  
  members] (Director NGO D interview, Oct 2010). 
 
[Membership of a SHG is designed] to release the clients from the clutches of the 
moneylenders (Director NGO E interview, Oct 2010). 
 
Two categories included in the interviews, ‘wife of a prominent village man’, or ‘election by others in 
the village,’ indicative of power or popularity rather than need, were not acknowledged as a basis 
for member selection by any of the NGO Directors.  
6.2.2.2 Other selection criteria 
 
Overall, poverty of individual women and remote location were ranked equal highest by all NGO 
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directors as being the prime criteria for selection into a self-help group58. Other criteria nominated 
by the NGO directors were substantiated through observations made by social workers during their 
discussions with self-help group members specifically identifying same caste, same locality, age, 
and sometimes religion as additional informal criteria.    
Caste discrimination was there, hence [NGO] thought that it would be better to unite same 
caste people (Participant observation notes, social worker 4, Oct 2010) 
 
The SHG members belong only to Nadar Community, others were not included. Caste 
feeling is there (Participant observation notes, social worker 6, Oct 2010). 
 
These informal selection criteria were used by the women and enabled flexibility within the group 
formation process, thus generating an implicit acceptance by NGOs of the women’s self-organising 
capabilities. The initial cohesion within the groups made the NGOs’ facilitation tasks easier. Whilst 
the NGOs’ policies were to ensure that self-help groups were formed as part of the NGOs’ 
arrangement with the BDOs, the informal and pragmatic practice of self-selection facilitated 
formation of self-help groups of women with similar backgrounds (e.g. religion, caste). This process, 
however, effectively created a form of exclusion of less popular minorities or individuals without any 
connections or association with the wider community. Caste was noted as a basis for inclusion, but 
also for discrimination. It was reported that whilst religious differences could be accommodated, 
caste differences were more difficult to manage. Accordingly NGOs facilitated groups with the same 
caste (sometimes solely members of dalit groups), using this as a selection criterion.   
Caste specific, activity specific and disadvantage specific [can be selected as members] 
(Director NGO A interview, Oct 2010). 
 
Group members are same caste (Nadar caste) and religion is mixed (Hindu and Christian) 
(Participant observation notes, social worker 5, Oct 2010). 
 
Hierarchies or levels of influence were also noted by social workers. Observations made during the 
self-help group discussions revealed that caste and educational attainment caused social 
displacement. 
High caste people will not like or let lower caste people enter SHG. Also educated (caste) 
people dominate over uneducated people. Higher caste people will not invite scheduled 
caste people. Sometime they won’t even talk, so safely they will join in their own community 
SHG (Participant observation notes, social worker 4, Oct 2010). 
 
The issue of women being able to ‘safely’ join a self-help group with women of like caste, 
experiences and interests was a key motivator for many, since the lower caste women had reported 
that they had been discriminated against in the past. The support mechanisms of group 
                                                     
58 The poverty ranking utilised by the NGO directors was not reflected in the outcomes since only 30% of participants in 
this sample were of the poorest of the poor status. 
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membership and NGO group facilitation processes enabled the women to participate with some 
degree of equality within the group.  
 
Findings indicate that BDOs and elected panchayat leaders did not play a role in the final selection 
of self-help group members. NGOs, however, implicitly accepted an informal and pragmatic process 
involving women self-selecting based on social and cultural similarities. Caste, and to a lesser 
extent religion, were determining features of membership along with home ownership in the area, 
wealth and poverty, age, marital status (e.g. widows), and sometimes education. Caste was found 
to be both a reason for exclusion and also a criterion for inclusion. NGOs, by allowing the women to 
self-select group members, endorsed a model of local selection.  NGOs were also reportedly active 
in their facilitation of training and skills development of self-help groups.  
6.2.3 Variations to accepted selection criteria  
 
A variation in the allowable age group was observed, with some self-help groups only allowing 
women less than 55 years of age whilst others raised this limit to 60. During interviews with 
members of self-help groups, two women aged 65 and 68 were found to be members. The reported 
formation process outlined by the NGO directors was confirmed by members of self-help groups, 
who advised that different age criteria were applied by different NGOs. The reluctance to accept 
older women as members was reinforced by the BDOs’ views that aged women were often the 
poorest and were most likely to be non-members of self-help groups. Similarly, data noted by the 
social workers revealed that approximately 9 (16%) of the non-self-help group women interviewed 
did not belong to a group because they were over the age limit.  
 
Accepted BDO administrative policy and practice requires that all women who live below the 
poverty line, irrespective of age, should be included in the BDOs’ records. These records are meant 
to be in the public domain and displayed in the village panchayat office or some other prominent 
place (Gaiha 2001). None of the villages or panchayat offices that were visited during this study 
displayed or offered such a listing, and this enabled those who did not fit the selection criteria to be 
included in self-help groups. The absence of this public information made it possible for more 
wealthy women in the village to be selected. Whilst NGOs acknowledged that it would have been 
possible for a list of those BPL in each village, NGOs did not use this resource for their selection of 
potential new members of self-help groups. All six NGOs undertook their own data surveys within 
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the communities and did not rely on the data potentially obtainable from the BDO’s office59.  
 
In addition to providing data from their own experiential knowledge, the NGO directors provided 
annual reports detailing their NGO’s mission and goals. These were potentially important since 
mention of the NGOs’ targeting of the poorest of the poor for MCPs was expected to provide data in 
response to research objective three which dealt with selection and exclusion of women. The 
annual reports were a useful source of supplementary data, especially in view of the absence of 
specific NGO policy documents, and they are reviewed in the next section. 
6.3 A comparison of NGO annual report data  
 
Analysis of NGO annual reports for 2009 and/or 2008, and discussions with NGO directors revealed 
an absence of documented selection criteria for NGO clients. A review of the annual report for each 
NGO was undertaken to extract and then compare policy statements which might guide NGO 
activities on working with the poorest of the poor, particularly with regard to membership of self-help 
groups. More importantly, there was no mention of the poorest of the poor women in any NGO 
strategy statement. Further, the policies of all NGOs in this sample were not specifically targeted at 
the poorest of the poor women or women living below the poverty line. Of the six annual reports 
examined, only one mentioned policy issues and that related to their donor’s policy concerning 
HIV/Aids project implementation. All NGO annual reports, however, mentioned their mission, vision, 
goals and objectives.  
 
The brief policy statements located in the NGOs’ annual reports covered areas such as poverty 
alleviation through capacity building by skills enhancement, addressing cross-cultural, social, and 
economic barriers; improving people’s quality of life; and empowering women for collective action. 
None of the annual reports mentioned the process of, or criteria for, selection of women for their 
programs. Table 6.1 presents excerpts from NGOs’ annual reports, highlighting their goals and 
mission aspirations. 
                                                     
59 Whilst acknowledging that potentially they could obtain BPL lists from the BDOs office the NGO directors stated a 
preference for undertaking their own surveys in target areas for new SHGs. They refrained from criticism of the BDO 
data. However, they indicated that their staff were from local communities and had more local knowledge which was 
used in the selection and location of villages for new SHGs. This may have resulted in a higher level of exclusion and 
poor targeting of potential members of SHGs. 
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Table 6.1 NGO goals and mission statements taken from annual reports 
NGO Goals and mission statements 
A  “To build capacity of poor and disadvantaged women in order that they are enabled to cross all social and economic 
barriers ... Our NGO will function to form self-help groups among women ... below poverty line, scheduled caste, widows 
physically handicapped, orphans and destitute for social, economic and political empowerment” (NGO A, 2009:2). 
B “To enhance the skills of the people to improve their overall quality of life” (NGO B, 2009:10). 
C “Helping the marginalised poor people to take up diversified skill occupation and promotion of economic status” (NGO C, 
2008:3) 
D “To empower women, to mobilise women into organisations, to save and obtain credit for women, to meet and discuss 
problems, and understand causes of their deprivation” (NGO D, 2009:1).  
E “To empower women and other marginalised sections for collective action and to be the platform for the organisation 
and empowerment of the voiceless marginalised people” (NGO E, 2009:4).  
F “To help the people to develop themselves...to provide social education to the down-trodden and upgrade their status... 
to ...promote human resources among the weaker sections especially women through collective efforts” (NGO F, 
2009:1). 
 
 
The annual report of one NGO (D) provided significant data confirming the inclusion of many 
marginalised and challenged people within their self-help group portfolio, noting that the upper age 
limit for joining groups facilitated by this NGO remained at 55 years of age. However, the use of 55 
years as the upper limit and not 60 years as a selection criterion by NGOs for self-help group 
membership is clearly contrary to directives given by the Government of Tamil Nadu. The 
government policy note stipulates that “the members have to be in the age group 18–60 years” 
(Rural Development and Panchayat Raj Dept. Policy Note 2007:31).  
 
Whilst age of self-help group participants was an important consideration for all NGOs, the issue of 
small business ownership was uppermost in importance for one NGO in particular, with suitability 
for membership and access to loans targeted at potential small business operators to alleviate 
poverty even though small business ownership is not suitable for many of the poorest of the poor. 
This NGO had formed a strong business relationship with an international organisation and had 
received extensive funding for the development of small business training initiatives in order to 
reduce the high failure rate of small businesses. Their annual report highlighted the expansion into 
small business development as part of their loan facilitation program to alleviate poverty and stated 
that: 
[NGO C] has been recognised as [a business training organisation] training service 
provider ... with trained trainers of eight NGOs. Totally [NGO C] has successfully completed 
47 business training [sessions] ... program with quality ... (Annual Report NGO C, 2008:8). 
 
The same NGO director indicated that, in his opinion, “money must multiply” and must be “used for 
business not welfare or consumption”60 (Director NGO C interview, Oct 2010). He considered the 
                                                     
60 Welfare consumption includes not only food but other household spending on necessities such as health and 
education.  
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inadequacies of the Indian education system, especially in economics and simple home economics, 
was to blame for the poor performance of women in small businesses. More vocational training was 
needed to partially solve this issue and thus alleviate poverty.  
 
Table 6.2 summarises and compares data provided by the directors and supplemented by the 
annual reports regarding the operations of their respective NGOs. Table 6.3 provides a comparison 
of the size of the NGOs in terms of savings held and loans within their portfolios. These data were 
either supplied directly by the directors during the interview or were obtained from the annual 
reports and referred to during the interviews. Findings reveal that some NGOs operate in an 
information-poor environment when, for instance, some directors do not know the number of loans 
they have made or the number of villages they have serviced or worked in. The director of NGO E 
reported that 100% of members living below the poverty line were also in the poorest of the poor 
category. The NGO (B) that reportedly had the lowest percentage of the poorest of the poor also 
had the highest percentage of loan defaults. 
Table 6.2 NGO statistics regarding microfinance program 
NGO  Donor 
Affiliations 
(1) 
No. of 
SHG 
No. of 
women 
members 
%  of 
members 
who are 
poorest of 
the poor 
No. of 
loans 
(2) 
% of  
loans 
repaid 
% of loan 
defaults 
% of bank 
linkages 
(3) 
No. of 
villages 
covered 
% of members 
BPL  
A 13 1000 15000 15 NA 98 2.0 100 250 60 
B 4 664 8096 2 NA 95 5.0 100 205 35 
C 16 285 4950 20 285 99.8 0.2 100 NA 50 
D 7 510 9243 60 4807 99 1.0 100 73 95 
E61 Nil 1700 33000 75 NA 99 1.0 100 NA 76 
F 13 711 12650 15 626 97 3.0 100 232 70 
Notes  1: The director of NGO E noted that they did not accept funding from donors, only loans from SIDBI on a commercial basis.  
2: NA means that this information was not available from the NGO  
3: The central government-endorsed bank-linkage program encouraged SHGs to be linked to a commercial bank for lending purposes.    
This means that all self-help groups for the participant NGOs were linked to a bank for further loans at commercial rates. 
 
      
Table 6.3, whilst highlighting the financial size differences between the NGOs in the sample, also 
compares the savings/loan ratios of the NGOs.  
                                                     
61 NGO E had the best BPL targeting regime and also enjoyed one of the best non-performing loan rates of 1%. This 
data counters the common held belief that the very poor cannot repay loans. 
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Table 6.3 Assets and liabilities held by NGOs 
NGO Loan amount Savings amount  Savings as % of loan 
amount 
A A$2.4 M A$676K 28.2 
B A$41K A$21K 51.2 
C A$1.5M A$2.05M 136.7 
D A$6.4M A$1.75M 27.3 
E A$11.76M A$3.2M 27.2 
F A$938K A$532K 56.7 
Note: These savings amounts are held in self-help group bank accounts under the umbrella facilitation of the NGO. The funds belong to the self-
help group members 
 
In summary, the main priorities reported in the annual reports of the NGOs were centred on poverty 
alleviation and women’s empowerment. NGO annual reports noted extensive involvement in 
various poverty alleviation activities including the provision of drinking water, street lights, roads, 
bridges, self-help group buildings, meeting halls, and latrines for community and individual use. 
Inclusion in such programs did not guarantee inclusion in the self-help groups facilitated by the 
NGOs. The next section details the findings relating to factors of exclusion. 
6.4  Factors of exclusion and possible measures of mitigation 
6.4.1 Social factors of exclusion 
 
While selection criteria were informally specified by both NGOs and village women (albeit with 
variations between NGOs and between regions), women who satisfied the criteria but were not 
members of self-help groups, provided various reasons for their non-membership. These reasons 
focussed on a lack of awareness of the benefits of self-help groups and the refusal of the spouse to 
permit the woman to be a member of a self-help group. 
Lack of interest, lack of awareness of the benefits of membership, lack of permission from 
the husband (non-SHG member 47 interview, Oct 2010).  
 
Spouse is not allowing as he got negative impression on SHG from quarrels and corruption 
(non-SHG member 13 interview, Oct 2010).   
 
Lack of need since she was already working and earning a good income, and observations 
of the management of self-help groups which dampened their desire to join (participant 
observation notes, social worker 6, Oct 2010).  
 
Thirteen (25%) of the non-self-help group member sample reported that they had not been invited 
to participate in a self-help group. They thought membership was only for the rich and educated, 
and they feared domination by these members.  
Higher caste people will not invite scheduled caste people (non-SHG member interview, 
Oct 2010). 
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BPLs are identified but mixed with others and also dominated by others in SHG (Participant 
observation notes, social worker 5, Oct 2010). 
 
[Some] members’ domination among the group – during decision-making for particular 
activities, like selection of beneficiaries, issuing of loan, delay in collection of loan 
(participant observation notes, social worker 3, Oct 2010). 
 
Economic hierarchy in the society – poor and very poor, repayment capacity, status in the 
society [governs the order of loan approval] (participant observation notes, social worker 3, 
Oct 2010).  
 
Non-members also indicated that fear of bias and favouritism in lending was a factor influencing 
their decision to self-exclude from a self-help group, in addition to the fear of losing money if 
someone withdrew from the group after receiving a loan or reneged on repayment. A summary of 
the primary reasons outlined by the 54 respondents for not being members of a self-help group is 
shown in Table 6.4. 
Table 6.4 Respondents’ primary reasons for non-membership of SHG 
  
Primary reason for non-membership SHG members 
excluded 
Self-excluded Other  factors 
preventing 
participation  
Prevented 
from joining 
No of 
respondents 
Not invited to join SHG by other potential members 13    13 
Not eligible (unmarried)    3 3 
SHG not suited to individual’s circumstances   5  5 
Working – no time available to attend meetings   6  6 
No SHG in individual’s area   6  6 
Too old and poor 9    9 
Previous bitter experience with SHG  3   3 
Spouse did not permit her to join    5 5 
No awareness of SHG operations/benefits   4  4 
Total n=54 22 3 21 8 54 
                     
 
These reasons were consistent with the observations made by the social workers during their 
discussions with non-self-help group members. Social workers noted that self-help groups 
comprised both educated and uneducated members. It was reported by non-self-help group 
members that the educated dominated the uneducated in the group processes and sometimes took 
advantage of their lack of literacy and accounting skills. Examples were provided such as the 
secretary not repaying the bank loan properly.  
Mostly she will take the money without [the other] members’ knowledge [taking advantage 
of their lack of education]. Later, the members will come to know that the secretary had 
cheated while the bank manager visits the village for not paying the due. Then the quarrel 
will start and burst like hell (Non-self-help group member interview, Oct 2010).  
 
The misgivings about membership reported by non-members resulted from their observations of 
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loss of funds by some members which caused disunity and quarrelling within the group. These 
observations in turn caused non-members to have serious concerns regarding the supposed 
benefits of self-help group membership.  
During the group meeting mostly they will fight and quarrel. It will be so noisy during the 
night so the outside people or gentlemen who are listening to it will spontaneously get a 
negative impression of SHG and will not allow their spouses to join in SHGs (Participant 
observation notes, social worker 6, Oct 2010).  
 
They cannot leave their work or routine and come [to meetings]. Most of the husbands are 
not allowing and also children were very young where they need mother care (Participant 
observation notes, social worker 5, Oct 2010).  
 
Thus, findings indicate that, in addition to the claimed home responsibilities, women were also 
prevented from joining self-help groups by their husbands because of perceptions of 
mismanagement and unhealthy internal self-help group relationships. These issues were 
acknowledged by BDOs, elected panchayat leaders and NGO directors; one NGO director made 
the observation that “no people’s movement can be trouble free”.  
 The women’s savings movement can have many problems which need to be handled  
 carefully to make progress (Director NGO D interview, Oct 2010).  
Other voluntary agencies, especially those with foreign funds will try to curtail our progress 
[in poverty interventions], noting also that government officials who promise the sky to a 
few will spoil the movement in the long run (Director NGO D interview, Oct 2010).  
 
However, one 60 year old woman reported that she had no savings, job, or loans and was regarded 
as too poor to join the self-help group in the village since she could not contribute a weekly savings 
amount. Nor could she repay any loans she might take out. 
I have no any other income for the savings. Too poor to save. [They] don’t permit the old 
ladies for joining [an SHG] (Non-SHG member 42 interview, Oct 2010). 
 
Nine (16%) of those in the non-member sample in the over-55 age group did not belong to a self-
help group due to their age. The aged are both more vulnerable and less likely to move location to 
secure work. They are also more prone to poverty and less likely, because of their age and 
frailness, to obtain employment involving manual labour. 
 
The issues of caste and religion were raised both as selection criteria and as disincentives for some 
non-members to join a self-help group. Self-help groups, for example, were noted to be either 
wholly Hindu (with limitations preventing Christians from joining in some cases), or higher caste 
women (preventing lower castes from joining). Caste-based exclusion could only be overcome if    
there were 20 lower caste women able to form and operate a separate group. The tendency to use 
these cultural factors of both religion and caste as a basis for exclusion is considered in the next 
section.    
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6.4.2  Structural factors of exclusion 
 
Both religion and caste were initially thought to be significant factors for consideration as potential 
exclusion of the poorest of the poor from self-help group membership. Religion is tied to caste in 
India, particularly in Hinduism, and particularly for SCs and TCs. Since caste and religion have 
been people’s primary source of identity within India’s social and cultural structures, engagement 
with religion becomes even more critical for the socially marginalised. In practice, it was found that 
both religion and caste played a role in the selection and organisation of self-help groups.  
 
Observations by the social workers, and statements made by the NGO staff and non-self-help 
group members, indicated that caste plays a role in determining self-help group membership and 
eligibility. Religion was also identified by social workers as a selection determinant and was 
therefore critical to the distribution of material resources and empowerment opportunities for the 
poor. In seven villages involved in this study, self-help groups were formed on the basis of the 
dominant religious group in that village. Additionally, one NGO director (director NGO C interview, 
Oct 2010) stated that they had selected members of two self-help groups solely on the basis of 
caste since there were a large number of Nadar caste people in that location, and it seemed 
beneficial for this informal criterion to be applied and only nadir caste women were included to unite 
the people of the village. Inadvertently this process of selective inclusion had caused others to be 
excluded from self-help group membership. Two other NGOs also acknowledged that they had 
used a particular caste in a region as the dominant selection criterion for inclusion since that caste 
had been neglected previously.   
[NGO] invited the people to join the self-help group based on the criterion of illiteracy, poor 
status, same caste and religion ... since caste discrimination had been a dominant feature 
of life in this village for over 15 years ... [the NGO] thought it would be better to unite the 
same caste people within a group (Participant observation notes, social worker 6, Oct 
2010).   
     
Caste discrimination was detected during many of the social workers’ interviews with self-help 
group members and non-members. On five occasions social workers were informed that caste was 
a strong determinant of selection, membership and likely acceptance within the self-help group. Of 
note was that 49 (89.1%) of the individual self-help group member sample were from the Backward 
Caste or the Most Backward Caste, indicating a targeting approach applied by the NGOs. Typically, 
these members of very low castes (Dalits) do not have a high level of education. Of the 55 self-help 
group members interviewed, 51 (92.7%) had some form of schooling, however 21 (38.2%) had no 
schooling or up to form 5 level of education (at primary school). Two members (or 3.6%) had 
graduated from a tertiary institution. 
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Twelve members of self-help groups reported that no women had been expressly excluded from 
joining their group. Of the 54 non-self-help group members interviewed, 21 (39%) indicated that 
they had initially been invited to become a member of a self-help group. Notably, caste was not 
mentioned as a reason for rejection by these women. However, the reasons provided indicate that 
lack of trust between castes was one of the underlying reasons for the rejection. Trust was 
discussed with both self-help group members and non-members as a core notion of social capital in 
order to gauge their individual and collective responses on the extent or otherwise of trust within the 
group or village. The findings are reported in Section 6.5. 
6.4.3 Management issues contributing to potential exclusion 
 
Non-self-help group members identified issues such as dishonest self-help group members and 
presidents as being the main reason why they were not currently members. During interviews with 
54 non-self-help group members, 21 (39%) indicated that apart from their primary reason for not 
being a self-help group member (set out in Table 6.4) their other main fear about the self-help group 
centred on the poor performance of small businesses and the risk of losing their money either by 
theft or through the poor business decisions of others. These fears caused them to self-exclude due 
to their doubts regarding whether they would be fairly or honestly dealt with as members of a self-
help group. Non-members also reported that, in some past groups known to them, women in 
leadership had taken all the money and run away. In other groups, members did not attend 
meetings regularly, resulting in distrust and disputes.  
 Some will not relay the amount properly and jealousy will be an important factor. For each 
and every thing they will quarrel (non-SHG member interview, Oct 2010). 
 
Accounts of theft and quarrelling were reported in villages and these were also noted by BDOs.  
Lack of unity is a hindrance to good operations of SHGs. Also leadership may take money 
[and] not give to members. Corrupt activities in SHG hinder [our plans] (BDO 2 interview, 
Oct 2011). 
 
Additionally, the director of one NGO was highly critical of the lack of controls by government over 
NGOs regarding the use and management of self-help group funds. He claimed that there were no 
legal controls over fraud and stealing within self-help groups, and noted that “no act of parliament 
controls them”62 (NGO Director D, Oct 2010). It was further reported that there were no guidelines 
                                                     
62 This claim was incorrect as there are a number of Acts and Regulations which govern the management and conduct 
of self-help groups and the operation of moneylenders. NABARD are the responsible body charged with overall 
guidance of SHG management under previous schemes. Many charitable NGO are established under the Non-Profit 
Section 25 provisions of the Companies Act 1956. The RBI also provides guidelines on this subject. A new draft bill 
(The Micro Finance (Development and Regulation) Bill 2010 is still before the Indian Parliament following the 2011 RBI 
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for the self-help groups’ management and there was no monitoring system from government to 
protect the poorer members. Further, non-self-help group members attributed problems in some 
self-help groups to unsupportive NGO staff, government officials and moneylenders who were a 
threat to the stability of self-help groups. 
Incompetent and self-centred organisers can cause many problems and organisers who 
give false promises can spoil the movement (Director NGO D interview, Oct 2010).  
 
Another NGO director noted that the depth and quality of trust within groups was challenged due to 
reports of poor management of funds (Director NGO C, Oct 2011). He added that, to his 
knowledge, banks were being defrauded by some NGOs63, there was misuse of funds, and forgery 
was being committed by some members. In a further critical assessment of the management of 
self-help groups he suggested that there was no legal requirement for self-help groups to repay 
loans and there was no action taken if they did not repay the central government-subsidised loans 
to banks64. Because legal costs were too high for poor people and because self-help groups 
effectively held limited assets, it was unlikely creditors would recover funds through legal action 
from a defaulting self-help group.  
 
Fungibility of loans was previously discussed (Section 6.5) and was noted by at least one NGO 
director65. Whilst members had a good knowledge of each other’s personal and business dealings, 
the tendency not to use loans for the designated purpose remained a problem since NGO C 
maintained a focus on small business creation. Further, there was no guarantee of business 
success when funds were used as intended. 
Income generating program was a failure and we lost all the money (non-SHG member 8 
interview, Oct 2011). 
 
                                                                                                                                                               
study into the MFI sector. In any event it is the responsibility of the NGO to ensure SHGs are well run and operate as 
planned. It is the responsibility of NGO staff to oversee this task for which donors contribute budget. 
63 No data were available on this concern from RBI, NABARD or Ministry of Finance although individual cases brought 
by the police were reported in the media. For example Https://in-news.yahoo.com/seven-jailed-defrauding-bank-delhi  
and https://graphic.com/gh.news/general-news/18049-2-prudential-bank-officials. 
 
64 Whilst banks may not be able to sue the SHG, they can seek compensation from the NGO and hence the obligations 
for NGOs to ensure that SHGs are well run and successful. 
 
65 Claims are often made that the poor do not use the loans for the purpose for which they were sought (Maes and 
Basu 2005). It is common for loans to be used for household consumption and repaid later from savings or day 
labour/field work (Daley-Harris and Zimmerman 2009, Karlan and Goldberg 2011). Such a process aids in family 
budgeting and development of survival techniques (Gaiha 2001). 
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BDOs also spoke of the lack of unity being a hindrance to the effective management of self-help 
groups whilst non-members had a strong perception that the self-help groups were not operating 
effectively, citing internal issues and observations of poor business dealings.   
 Some have internal problems and they disband (BDO 6 interview, Oct 2010). 
 
Problems in SHGs – no cooperation, no unity, lack of trust, jealous, corruption, improper 
financial management, absenteeism, selfish, no proper repayment scheme (non-SHG 
member 8 interview, Oct 2010). 
 
Business failure – some who were previously in SHG lost their entire saving in group IGP 
(non-SHG member 14 interview, Oct 2010). 
 
Fear of business failure, disunity, theft, and lack of cooperation were observed by some women and 
this influenced their decision to not join a self-help group. Hence, their own fears excluded them 
and they were more willing to accept the status quo. 
 I don’t want to again join a self-help group [because of] corruption (non-SHG member 15 
 interview, Oct 2011). 
   
            No proper income generating project was done. Some members had failure in income 
            generating project with coconuts. They are not showing good interest in starting income 
            generating project (Participant observation notes, social worker 4, Oct 2010).    
 
A small number of women had previously been members of self-help groups, but had had negative 
experiences and had developed a mistrust of group activities in addition to a fear for their own 
personal safety.  
We had a bitter problem when we invested all our money in an income generating program 
and it was a failure and we lost all the money (non-SHG member 8 interview, Oct 2010).  
 
The non-self-help group members feel afraid to join the self-help group because of the 
members fighting and quarrelling, and lack of cooperation (Participant observation notes, 
social worker 5, Oct 2010). 
 
In previous group, three people have taken all the savings and run away. So I don’t want to 
again join a SHG [because of] corruption (non-SHG member 15 interview, Oct 2010). 
  
               
Multiple self-help group participation was associated with both fears and opportunities. The small 
size of loans was reported by members of self-help groups as a limitation which gave rise to women 
considering membership of two self-help groups in order to avoid needing to borrow from the 
moneylenders. 
If [SHGs] give big loans people can escape the moneylenders’ high interest (Non-SHG 
member 45 interview, Oct 2010) 
 
145 
 
Yet some members (SHG 2, Focus group, Oct 2010) and social workers (social worker 5, Oct 
2010), noted the perceived pressure of government officials on members to join multiple self-help 
groups to expand the number of self-help groups in the target area. 
Due to the force [pressure by people in authority] some people are becoming members of 
two SHGs (Participant observation notes, social worker 5, Oct 2010). 
 
Enabling village women to join multiple self-help groups resulted in more self-help groups being 
formed, thus giving some non-members the opportunity to join and overcome the discrimination 
they experienced. However, greater indebtedness might cause women to sink further into poverty if 
they borrow too much money from multiple sources, and are unable to repay loans when required. 
Duplication is there which will increase the debts (Non-SHG member interview, Oct 2010). 
 
In summary, the poor management and failure of small business operations, and the past 
experiences of self-help group members in small businesses, may have been a negative influence 
on women who were not members of self-help groups, resulting in their decisions to decline 
membership when invited. Failure of some small businesses, a perceived lack of internal financial 
controls and disunity in the self-help group, and a perceived lack of government regulation of NGOs 
caused distrust of the self-help group system. This resulted in potential members choosing to not 
participate in self-help groups. Some of these barriers and negative influences could also be 
regarded as environmental factors, which are reported in the next section. 
6.4.4 Environmental factors of exclusion 
  
The term ‘environmental factors’ refers here to factors in the living and working areas of 
participants. These include geographic features, climatic conditions, and local living conditions 
including water, housing and sanitation facilities.  Environmental factors influenced the participants 
in this research and residents in the wider community. In villages visited as part of this research, 
changes to the physical infrastructure were observed. Apart from the recurring mention of improved 
sanitation facilities through the collective action of community members, environmental issues were 
not found to be a source of exclusion. Community development projects provided an avenue for 
environmental factors to be prioritised and became a basis for community engagement. These 
factors were not considered to be factors of exclusion but rather the means to promote unity within 
the community. The unity achieved within the communities through community engagement 
activities provided a useful introduction to research question four which was related to identifying 
measures that might mitigate against exclusion form self-help groups in the future. Unity within the 
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community, brought about by relationship building during collective action, depends to some degree 
upon the level of trust that prevails throughout the community.  
 
Trust has been described as the ‘key to cooperation’ (Dasgupta 2005:9). The conceptual framework 
for this study included the possibility that women who unite in groups could develop mutual 
understanding and cooperation that leads to closer bonds and association. Trust was reported to be 
present upon formation of the self-help groups and grew during the self-help groups’ operation, and 
since it was a significant issue, the finding is considered in the next section.  
6.5 Trust issues in self-help groups 
 
Findings reveal three clear aspects of trust that women considered important in self-help groups. 
These included the women’s ability to trust each other, willingness to share the skills acquired from 
their training, and willingness to enact unity with non-members in the community. The self-help 
group has been described as a “community of purpose” (Lahiri-Dutt and Samanta 2006:6) and 
within this broad understanding members worked both for their individual and collective good. 
Section 5.4 identified the activities of women in the village undertaken for the betterment of the 
wellbeing of all villagers, in addition to activities undertaken for the enhancement of their own family 
unit. Appendix M also provides data concerning self-help group members’ joint involvement in over 
45 community development interventions. These interventions included infrastructure and local 
service provision and resulted in both social and economic benefits. In order to work together on 
these activities a certain level of trust in both leadership and in each other was necessary. For 
instance, women from these self-help groups invested time, energy and some of their own 
resources in order to undertake these community programs. They also, in some instances, had to 
forego wages or earnings from day labour jobs to participate with the group and other people from 
the village in these collaborative community projects.  
 
Another aspect of trust acknowledged by the women was their willingness to join a program 
promoted and sponsored by an NGO with the BDOs’ and elected panchayat leaders’ endorsement. 
Additionally, women in these groups need to have some basic level of trust in the fellow members 
and leadership of the group when they give their weekly savings to the treasurer for banking. Trust 
was pre-existing before the formation of the self-help group and also became an outcome of self-
help group activity. A lack of trust and its effects on exclusion from self-help groups has previously 
been commented upon in Sections 6.2.2 and 6.4.5. Because village life in Tamil Nadu often 
revolves around closely confined community locations and activity, women know much of each 
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other’s concerns, conversations, family issues, financial dealings and assets. This knowledge 
sometimes makes it easier (and yet at other times more difficult), for them to trust each other 
because of the close visibility and openness, especially between their neighbours and potential 
members of the self-help group in the village. 
 
The social workers noted a positive feeling among the self-help group members during the 
discussions on the issue of trust within groups, including good relationships and good cooperation 
between members. However, they also reported that trust was present fundamentally because all 
self-help group members lived in their own houses, came from the same village and were well 
known to each other. Thus, the issue of trust was related to permanency and limited often to the 
bonding ties that members had to the community, as those ties bound the member to the location.   
The members have strong hope with each other. They all live in own house hence they 
believe that none of them can cheat anyone and run away with money as they are [living] in 
[their] own house (Participant observation notes, social worker 6, Oct 2010). 
 
Hence, these issues became the foundation upon which trust within the group might develop and 
grow. Trust among members of self-help groups was highly regarded. Fifty-four (98.2%) of the self-
help group members stated that they trusted their fellow members, whilst only 1 (1.8%) member 
provided a negative response. Social workers’ observations and comments from discussions with 
self-help group members supported this general experience of trust. 
The group members trust with all other members. They trust each other and they maintain 
good relationship (Participant observation notes, social worker 6, Oct 2010).  
 
They are trusting all of the members because they have very good cooperation and since 
[the] commencement of the SHG [they did not] have any of these problems (Participant 
observation notes, social worker 5, Oct 2010).  
 
In Section 5.4.4.1, data from elected panchayat leaders made reference to the reduced conflict in 
the participating villages of Tamil Nadu as a direct consequence of the development of the self-help 
groups and the growing allegiance and sense of goodwill within the group, which spread throughout 
the villages. This is contrasted however, with claims made by non-self-help group members in 
relation to perceived disunity, quarrelling, theft, and corruption that they had observed and which 
tarnished their views of self-help groups.  
 
Despite the earlier negative sentiments, 46 (82.1%) non-members indicated that they were 
interested in joining a self-help group should the opportunity present itself with 32 (57%) further 
indicating that the main purpose of joining was so that they could save money and obtain loans. 
However, 12 (21.4%) also said that if they could change self-help groups in any way they would 
advocate for the improvement of unity within self-help groups, indicating their perception of a lack of 
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trust among fellow members.  Of the non-self-help group members, 37 (66.1%) had loans from a 
variety of sources, the most common being from moneylenders (29 non-members representing 
51.8% of the women in this study had loans). Access to immediate funds from a perceived trusted 
and secure funding source at higher interest rates without the need for meetings and savings 
regimes was another reason why some did not join the self-help group. However, one respondent 
(SHG member 52 interview, Oct 2010) who had been a member of a self-help group for 15 years 
had not borrowed money from any source other than the self-help group. This indicated a high level 
of trust in that system. 
 
Findings reveal that trust between potential self-help group members was in existence when the 
group came together and developed as the members became more comfortable and bonded with 
each other (e.g. through weekly group meetings). Strong levels of trust were sufficient to 
demonstrate to other community members that the self-help group was willing, with their support, to 
initiate community development projects for the improved wellbeing of the village residents. Trust 
and bridges were developed between self-help groups in the region through the Block Level 
Federation66, a mechanism for sharing and learning from other self-help groups and reported by 
one social worker to be in operation (Participant observation notes, social worker 6, Oct 2010) 
during the focus group (SHG focus group 6, Oct 2010) 
 
Another aspect of trust which was identified in the data centred on the need for members of self-
help groups to demonstrate the growth of their capabilities as successful group members and small 
business managers, enabling them to gain, amongst other things, electoral credibility. In this way 
the self-help group gained legitimacy in the community as an institution. As reported in Table 5.7, 
51 women sought elected positions in their panchayat and, with support from their self-help group 
members, five were elected. 
6.6 Summary  
 
This chapter concluded the presentation of findings from the five primary data sources. Self-help 
group selection criteria and processes were analysed and the findings confirmed that certain NGOs 
displayed bias towards some castes, whilst other NGOs discriminated against that same caste. 
NGOs made pragmatic decisions and introduced workable solutions to selection problems based 
on their understanding of local needs and conditions.  Exclusion was also revealed to be prevalent 
                                                     
66 A BLF is formed when two self-help group members/delegates from different self-help groups meet in formal gatherings to exchange information, 
experiences and practical examples of activities undertaken 
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against women over 60 years of age in most areas, and women over 55 years of age in other 
cases. Further, exclusion was found to exist in the formal and informal selection criteria, especially 
criteria relating to age, caste, religion, and level of wealth (or poverty). The findings also highlighted 
the growth of trust within self-help groups as a major asset for the groups and their communities.  
 
The findings identify the policies and practices which contribute to the decision-making processes 
regarding whether or not women are included or excluded from participation in self-help groups. 
Factors which might change those exclusionary practices are discussed in Chapter 7 since these 
factors provide potential solutions to the challenges experienced by women for whom the 
microfinance programs are designed. 
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Chapter 7 Discussion 
7.1 Introduction 
 
The purpose of this chapter is to discuss the findings set out in the previous two chapters. This 
discussion will be undertaken in the same order as the research questions so as to systematically 
consider the findings, and to be better placed to assess the overall research question concerning 
the effectiveness of microfinance in alleviating poverty of the poorest of the poor rural women in 
Tamil Nadu, India. Section 7.2 discusses the findings relating to the first research question 
concerning the extent of loans made to the poorest. Section 7.3 discusses the benefits of access to 
microfinance for village women, the focus of the second research question, whilst Section 7.4 
reflects on the factors that led to exclusion identified in the findings, the focus of the third research 
question. The fourth research question, which focuses on factors that influence exclusion, is 
discussed in Section 7.5. Section 7.6 discusses the findings related to the main question of this 
research concerning the effectiveness of microfinance programs to alleviate poverty.  Section 7.7 
discusses emergent findings including the growth and use of social capital by the self-help group 
participants and the reduction of conflict in communities. Section 7.8 highlights factors which may 
be used in mitigation of exclusionary practices detected by this research. A summary of this chapter 
is presented in Section 7.9.   
7.1.1 Background 
 
The two overarching goals of this research were set out in Section 5.1. The first was to add to the 
existing knowledge of participation in microfinance programs, including how microfinance programs 
work from both policy and practice perspectives. The second goal was to assess how microfinance 
programs have benefitted the poor and to ascertain the extent to which the poorest of the poor 
women in Tamil Nadu have been included or excluded. The conceptual framework for this research 
was detailed in Chapter 2 and provided theoretical perspectives of exclusion and its relationship 
with social capital, poverty and microfinance to develop the understanding of the interplay between 
these concepts and their impact on self-help group members. In particular, Sen’s (1999, 2000) view 
of poverty as capability deprivation is highly relevant because, in various ways, the capabilities of 
self-help group members were enhanced through inclusion and participation. Section 2.2 
emphasised the role of relational issues in deprivation (Daly and Silver 2008; Hicks 2009). 
Exclusion encourages poverty, and poverty, according to Sen’s thesis, is a function of capability 
deprivation (Sen 2000). The ability to develop skills (capability) and join mainstream community 
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activities through a self-help group or a collective action in the community, and potentially reduce 
vulnerability and poverty, is an important aspect of this research.  
7.1.2  Preliminary comparative responses to significant issues  
 
A preliminary comparison of responses from all participant sources concerning a range of 
significant issues canvassed during the data collection phase is provided in Table (7.1). 
 
Table 7.1 Comparison of responses from all participants 
Source of data Exclusion 
exists? 
Social 
capital 
grows? 
Human 
capital 
grows? 
Loans 
effective?   
Women 
empowered? 
Trust 
increased? 
Conflict 
reduced in 
community? 
Collective 
action 
undertaken? 
NGO directors N Y Y Y Y NA NA Y 
BDOs N NA Y Y Y Y Y Y 
SHG women Y Y Y Y Y Y Y Y 
Non-SHG 
women 
Y N N Y Y N N Y 
EPLs N Y Y Y Y Y Y Y 
Note: Y=Yes; N=No; NA = not available 
 
The analysis indicates, for instance, that all members and potential members of self-help groups 
agreed that exclusion took place, whereas all forms of management including BDOs, NGO directors 
and EPLs were seemingly oblivious to any forms of exclusion. BDOs, EPLs and SHG women 
agreed that self-help groups reduced conflict in the community, but non-SHG women did not. All 
sources indicated that collective action took place in the villages where these self-help groups 
operated. These responses will be discussed further in the following sections. 
7.2 Poverty alleviation through loans to the poorest of the poor 
 
Loans were used predominantly for health and education of children and for income production, 
purposes strongly supported by Stiglitz (2011). The rates of return on these types of investments 
might be considered high in the long term according to Gaiha and Nandhi (2005). However, 
considerable investment was also made in other areas such as housing and sanitation. This 
willingness to invest in better housing and improved sanitation resulted from better primary health 
education (human capital) especially the promotion of cleanliness and disease prevention (Guerin 
et al. 2012; Kalpana 2008). As such, this investment potentially gave rise to more immediate 
benefits in the form of savings through reduced health costs. Table 7.2 provides data on the poorest 
of the poor and their loan take-up and repayment rates for each of the NGOs in the sample. 
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Table 7.2 Loan repayment rates of poorest for sample SHG members67 
NGO No. of SHG 
members 
participating in 
individual interviews 
No. BPL No. of Dalits 
including SCs, 
STs, BCs and 
MBCs 
No. with loans Loans repaid % 
A 16 7 16 12 98 
B 8 4 8 8 95 
C 4 2 4 4 99 
D 5 3 5 5 99 
E 14 10 14 10 99 
F 8 3 8 5 97 
Total 55 29 55 44 Ave 97.3% 
Note: Loan repayment %s are according to NGO data  
 
The financial benefit most frequently reported by self-help group members was the savings regime 
established by each self-help group for members. This collective asset formed a principal buffer 
against the high cost of borrowing in the private loan market, especially from moneylenders, and 
was an important safety net of their own making.  The NGO records of savings held in trust for self-
help groups was significant because all self-help group members reported that, prior to the 
establishment of the group, they did not save. Table 6.3 records the high level of collateral that self-
help groups in this sample had as a foundation for borrowing. The level of collateral was well over 
30% and proved that the poor are able to both save and manage their loan portfolio if provided with 
adequate levels of facilitation and financial literacy support. Savings were a condition of their 
membership and resulted from their participation and individual effort and belonged to them 
individually and collectively. This recognition has a powerful impact on women who have so few 
options to access credit (Swain and Varghese 2011). Based on these savings, participants invested 
heavily in their children’s education, both in recognition of their own limited educational 
opportunities, and as a result of their exposure to training and guidance through the NGOs 
facilitation process which provided vocational and small business training (Khandker 2001). Sen 
(2000) notes that it is difficult to participate in work or training if one is illiterate, unschooled, 
undernourished or unwell. Similarly, Stiglitz (2011:234) emphasises the need for an environment 
which is conducive to policies that change the education system and which “inculcates attitudes 
towards change and skills of learning for community success”. The above studies place a high 
importance on the linkage between education and long-term poverty alleviation. This study 
suggests that education was recognised by participants as a worthwhile long-term investment, 
whilst short-term skills acquisition was useful so as to enable participation within the wider 
                                                     
67 Table 7.2 shows the 55 Dalit members out of the total 196 members for the sample SHGs. This number includes the 
SCs, STs, BCs and MBCs. Nearly half of this sample of 55 members were BPL. 100% of the participants in this sample 
were SCs. 
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community to ensure inclusion and association for those who were not members of self-help 
groups. 
 
The question of fungibility of loans is a critical issue when determining the impact and purpose of 
microfinance (Habib 2008; Khandker 1998). This issue arises when there is a need to distinguish 
between funds used for normal household consumption68 and the funds used for business activity. 
No study to date has successfully controlled for fungibility when examining the impact of MCPs. 
This study did not aim to separate the impacts of access to microfinance from the impact of other 
household incomes, as the focus was on the broader economic portfolio of the household. The use 
of this research strategy is supported by Hulme (2000). Respondents who were in self-help groups 
had loans from one source – the self-help group itself. Respondents who were non-members 
obtained loans from other sources. Findings reveal that membership of a self-help group created an 
overall improvement in the living conditions of members and their households, in addition to 
enhancing their human development, social capital and poverty status (ODI 2011). Further, non-
membership was a serious impediment to women who were attempting to lift themselves above the 
poverty line (RBI 2011). Having the ability to save regularly was restricted if women were living 
below the poverty line. 
 
Women (23.6% of SHG interview sample) in this research used loans to pay for education as well 
as for the creation of employment and income generating opportunities. Although public education 
(using Tamil as the language of instruction) in Tamil Nadu Government schools is free, those 
schools are relatively poorly supported, face resource shortages, and do not have good reputations 
in the community. This contrasts with private schools in the area. A private school education, where 
the language of instruction is English, is an aspiration of many parents in India69. Savings and loans 
provide a way for parents to pay for a private school education. Women in this study used social 
capital to increase their financial capital which they then invested in human capital through the 
education of their children. This finding is consistent with the observations of Khandker (2001), who 
reported a high investment in human capital to empower the poor in order to alleviate their poverty. 
                                                     
68 Consumption includes expenditure on health, education and normal household living expenses. 
69 Education in Tamil Nadu has been subjected to close scrutiny since the late 1990s. Duraisamy et al. (1999) for the 
World Bank found declining conditions of school infrastructure despite injections of State funds. Many classes held 
outdoors were suspended during rain – a regular occurrence. A decline in school conditions had a negative effect on 
student performance. Bajpai, Dholakia and Sachs (2008) found in a study of TN schools that private schools had double 
the number of classrooms, with an average of 4 toilets against 1 for public schools. 25% of public schools in one District 
did not have a toilet. Private schools had more desks and blackboards and more staff. In a Ministerial statement to the 
TN State Assembly on 21 July 2013, the Education Minister Mr Vaigaichelvan confirmed that enrolments in public 
schools dropped from 43.6% in 2008/9 to 36.5% in 2012/13. Enrolments in private schools had increased from 34.5% to 
45.4% in the same period. 
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Dreze and Sen (2002) highlight the view that social change is hampered by neglect of education in 
Indian social policies. They suggest that the elimination of inequality and of constraints on freedom 
will be achieved by prioritising human development, a view which was supported by the annual 
reports of NGOs and village women in this research. This finding reinforces the notion expressed by 
Krishna that “poverty is easier to bear if the (educational) future for one’s child appears bright” 
(2009:19).  
 
Importantly, loans generated employment creation through small business operation. Fifty of the 
196 participants in the self-help groups reported commencing and operating their own small 
businesses since joining the self-help group. The MGREGS and other employment opportunities 
accounted for 131 women of this sample who were in paid employment. Fifteen of the 60 (25%)  
women who had been living below the poverty line before joining the self-help group, had been 
elevated above the poverty line due to their increased incomes as a result of their self-help group 
membership and income generating activities. This finding is consistent with those of Datt and 
Ravallion (2011) in a review of the impact of economic reforms in India. In this study, the self-help 
group members were also able to decline receipt of welfare from the BDO, with all members of the 
participating self-help groups indicating that they had saved money as part of their membership 
obligations and that their new access to loans was the source of the improvement to their financial 
status. The assets bought through taking out loans included small business capital items such as 
cows, goats, shop fittings, tools and other items. Small loans enabled people to repair houses, 
construct toilets, educate children and acquire health services. Training in small business operation 
and financial literacy, which respondents cited as important and which involved learning how to 
maintain a passbook, and calculate interest or reduce credit debt, were program-related and mainly 
facilitated during self-help group meetings by the NGO. This is consistent with a study by Swain and 
Wallentin (2009) in which women in self-help groups were taught the value of record keeping, 
savings and interest by NGOs.  
 
Self-help groups in this research were rural and used pragmatic selection processes which took 
account of caste dominance in certain areas. Despite these selection processes, the alleviation of 
poverty in the 12 self-help groups was modest. Whilst attribution was not the purpose of this study, 
some of the impact of microfinance can most likely be attributed to savings and access to credit, 
since there were no other poverty alleviation interventions. For instance, of the 60 women who were 
living below the poverty line when they joined a self-help group, 15 had elevated their 
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circumstances to above the poverty line status following their membership of the self-help group70. 
In addition, 50 of the 196 self-help group members were owner-operators of their own small 
businesses which began following their access to loans through the initial savings regime 
established in the self-help group.  These women were able to establish a small business with 
sufficient income to repay their loans, although none reported having accumulated income to 
substantially change their class position. The provision of credit was also able to reduce 
dependence on private high-interest loans from employers or moneylenders. This is consistent with 
the concepts agreed to by governments, including India’s, at the Fourth World Conference on 
women in Beijing in 1995 which concluded that “the productive capacity of women should be 
increased through access to ... credit ... education, health care” and that such policies be directed 
towards the poorest and most disadvantaged women by NGOs (UN Beijing Platform for Action 
1995) as a counter to the prevalence of mission drift, and to increase the potential empowerment 
outcomes of MCP.  
 
Effectively, the additional resources in the family budget provided for additional needs within the 
household. In India, and in Tamil Nadu in particular, society is highly patriarchal, and therefore the 
responsibility for providing education, health, and other household needs has always been placed 
on women and became possible to fund when they joined a self-help group (Schuler et al. 1998). 
Women have therefore developed a voice regarding their own spending and accepted increased 
planning for the development of family members through either joint decision-making or 
independent control of their finances. Independent finances are one advantage as these are spent 
on children and household needs rather than on the husband. Gaiha and Nandhi (2005:19) report 
that “greater responsibility for women meant longer hours of work”. Such increased responsibility 
and access to credit came about because of the recognition of the need for the central government 
to become involved in forcing changes to the banking system.  
 
Within an environment of financial and social liberalisation, the concept of microcredit was 
introduced to India as a channel to deliver credit to the poor. In other countries (e.g. Mexico, Bolivia, 
Philippines, Kenya, Pakistan) the public banking system was not involved in that process. In India 
however, the public banking network has been central to the provision of credit to the poor through 
its linkages with self-help group activity (NABARD 1997). The RBI task force on microcredit noted 
that: 
                                                     
70 The figure of 25% being lifted out of poverty over a period of 7.5 years SHG membership is considered low when 
compared with the same figure being achieved across the State. The entrenched nature of poverty in the sample 
villages may be a cause for this low rate. 
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Past experience shows that dollops of sympathy in the form of subsidy and reduced rate of 
interest have not helped matters much. Microcredit has to be commercialised where all 
patrons – microfinance providers, intermediaries, NGOs, facilitators, and the ultimate 
clients – must get compensated appropriately ... freedom from poverty is not for free. The 
poor are willing and capable to pay the cost (RBI 1999:12). 
 
This is consistent with Morduch (2000), who maintains that the poor want access to credit but not 
necessarily cheap credit since they are prepared to pay the price for access. However, other 
studies (Conroy 2010; Copestake 2007; Marr 2006) report that inability to pay regularly at weekly 
meetings was a deterrent that kept the very poor from taking the opportunity to access credit, and 
that this has contributed to their continued status as the poorest. In this study women were found to 
be willing to pay interest for loans and concern regarding lower interest charges was only 
mentioned by one (2%) of the sample of non-self-help group members. Ability to pay regular 
amounts and attend weekly meetings was considered a deterrent by only two women (3.6%) in this 
same sample. 
7.2.1 Political interference and manipulation of village affairs 
 
As previously noted in Section 4.6.1.2, the data from the BDOs and elected panchayat leaders 
which could be used to clearly identify the poorest of the poor in each of the visited villages did not 
materialise. However, the number of poorest of the poor by comparison with other members in the 
self-help groups can possibly be determined from antyodaya ration card data for each self-help 
group member. Overall 38 (19.4%) of the 196 members in the 12 self-help groups held a current 
antyodaya ration card. Being a holder of a ration card normally signifies that the household lives 
below the poverty line unless, as highlighted by Besley, Pande and Rao (2011), such public goods 
are acquired through unfair means, manipulation, or favouritism in their distribution. In this study 
allegations were made that some persons used the distribution of microfinance activities and funds 
for political purposes or gain. It was also reported by two NGO directors that politicians and people 
with vested interests hindered the operation of microfinance programs, thus creating the potential 
for bias and discrimination.  Another NGO director advocated stronger legal controls over the 
operations of self-help groups. In all, these NGO directors were seeking greater transparency in the 
implementation and operation of self-help groups despite the significant facilitation role being 
undertaken by the NGOs in the sample. Gaiha and Kulkarni (2006) also observed a bias on the part 
of politicians against the poorest of the poor regarding the issue of ration cards and the inclusion of 
wealthy leaders in the community on lists for loan schemes as a result of bribery.  
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This study also found that microfinance was used to further the political ambitions of those in power. 
Besley et al. (2005) note that elected politicians had control over the granting of BPL status and 
used their authority as policy-makers to their own advantage by ensuring that their village and 
family members received favoured treatment (Pellissery 2007). According to Besley et al. “the high 
incidence of poverty in India places a premium on effective targeting of household transfers” 
(2005:23). Household transfers include benefits, entitlements and vouchers provided to selected 
recipients through the political process. However, “politicians prove opportunistic in receiving 
household transfers and use their agenda-setting powers to allocate more resources to their own 
village” according to Besley et al. (2005:23), a trend also reported by Gaiha and Kulkarni (2006) 
and Pellissery (2007). Since microfinance and MNREGS support from the central and state 
government to regions is based on below the poverty line statistics, it is therefore advantageous for 
politicians and senior officials to ensure a high representation of people living below the poverty line 
in the politician’s village so as to attract more entitlement for villagers, and improve the local 
economy for small businesses in which they may or may not have an interest (Pellissery 2007).  
 
Another indicator used to identify those living below the poverty line was the number of women-
headed households – a subset of BPL women. In this study there were 36 (18.4%) women-headed 
households in the sample of members and non-members of self-help groups. Women-headed 
households are traditionally the most vulnerable and poorest (Datta 2004; Khandker 1998). In 
contrast, NGOs reported in their annual reports that of their total client base of 82,939 women, 
56,945 (68.6%) were living below the poverty line, whilst of these 35,846 (43.2%) were reportedly 
the poorest of the poor. As such, a discrepancy of 49.2% is noted between the NGOs’ annual report 
data and the data from the sample self-help groups. Mission drift from poorest to the less poor in 
the lending practices of NGOs and the banking sector might account for this discrepancy.  
7.2.2 Empowerment through inclusion and education 
 
Factors which the analysis suggests are vital to empowerment of women, and which created an 
inclusive environment, included heightened educational opportunities, same caste initiatives for 
self-help groups (developed by one NGO), and a more open age criterion, especially for those over 
55. Yet, the use of religion and caste as selection criteria for certain self-help groups inadvertently 
created exclusion. Caste was identified as both a reason for exclusion (higher castes rejecting 
lower caste people) and a factor which enabled groups to be formed where all members were from 
the same caste. Hence, these factors can be used to assist in managing the development of social 
capital, but can also restrict its usefulness if not managed appropriately. Morduch (2000:626), urges 
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poverty alleviation policy makers to consider asking “which group among the poor are best served 
by which types of programs?” Program design has an important role to play in setting policies 
regarding member selection for successful implementation and development of human and social 
capital, especially since the inclusion of people who cannot participate fully in savings and loans 
regimes may cause stress or conflict in self-help groups.  
 
According to Stiglitz, “interventions will never be perfect” (2011:233). It is understandable therefore 
that some women who may have been past members of a self-help group may not have enjoyed 
that experience or may have experienced ‘fractured trust’, as reported by Kalpana (2008:21). 
Accordingly, and in view of the multiple references by 9 (17%) non-self-help group members to 
previous “bitter experiences” with self-help groups (non SHG member 8, Oct 2010), involving 
disunity, corruption, quarrelling, theft, and potential misuse of funds71, the Customer Protection 
Code detailed in the RBI Microfinance report (2011) potentially offers remedies that will mitigate 
against such exclusion and mismanagement. These remedies include requirements that NGOs 
detail their mission, capacity building and empowerment processes for members, and that they use 
transparent accounting and collection/banking practices, avoid client over-indebtedness, and 
develop a culture of friendship, unity and equity with the result that NGOs become more 
empowered to undertake their community engagement activities.  
 
In addition to the Customer Protection Code initiative proposed by the RBI, enhanced training and 
facilitation of self-help groups by the sponsoring NGO will potentially generate heightened 
awareness of members’ rights. Combining these activities with clearer and specific documented 
policies and practice guidelines will ensure the implementation of a more uniform and equitable 
approach by staff to selection, training and empowerment of self-help groups and individual self-
help group members (NGO Director C, Oct 2010; RBI 2011). In this way, empowerment is enabled 
through the building of social and human capital which is a central objective of GOI policy, providing 
the basis for improved community wellbeing (Flora 1998). In contrast, claims were made that some 
NGOs offered a limited facilitation and support role. This was also noted by social workers during 
their self-help group discussion groups (Social workers 4, 5, and 6, Oct 2010). A longer and more 
concentrated period of facilitation and capacity and confidence building, in addition to skills 
development and training in small business management for the self-help group, especially in 
financial literacy (Chibba 2009), would be more supportive for those women whose education is 
                                                     
71 No members of self-help groups made mention of these factors. 
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lacking. Financial literacy promotes financial inclusion and is an important “means to address 
poverty and related issues of equity and access” according to Chibba (2009:215).  
 
Sixty (30.6%) of the 196 self-help group members contacted in the focus group discussions had 
been living BPL before joining the self-help group. The remaining 136 (69.4%) were therefore living 
APL before joining the self-help group. Of the 60 who were BPL, 15 reported that they had elevated 
themselves to APL status as a direct result of participation in the self-help group, through loan 
access and/or skills acquisition and enhanced job opportunities. Membership of a self-help group 
created access to loans from the central pool of savings or from the loan amount provided by the 
banking institution. However, the result of the work of the self-help groups over the average period 
of operation of 7.5 years is the same as the State-wide achievements of lifting people out of poverty 
 
All women in the self-help groups were initially able to access small loans from the joint savings of 
the group during the group’s first six months of operations. The savings regime (discussed in 
Sections 2.4.2 and 3.4) set in place by agreement between the NGO, self-help group, and lending 
bank, provided for a six-month saving period to establish the consistent savings pattern. Fifty 
(25.5%) women had opened their own small business following receipt of loans through the self-
help group process or from the bank loan to the group. Of these, 10 (20%) were SC and BPL. 
Perhaps business loans for BPL women are misguided as a poverty alleviation strategy since the 
poor have limited business skills and experience. Some of the responsibility for lack of achievement 
should be directed towards the lender to ascertain if they have sufficient rules to be appropriate for 
poverty reduction of BPL women (Khan 2009).  
 
Table 5.1 (in Section 5.3) provided a comparison of loan use between self-help group members and 
non-members in the interviewed sample. Whilst non-members were able to access credit from other 
informal sources, only one used funds to establish a small business, whereas one-quarter of the 
self-help members used funds from loans to establish a small businesses. In addition, 30 used any 
available loans for non-business purposes whilst 40 (25% more) of the self-help group members 
used loans for the same purpose with nine (16.1%) borrowing specifically for family marriage costs. 
Section 7.2 detailed the extent of poverty alleviation achieved through loans provided to members 
of the sample self-help groups. Ensuring that the loan was used for the purpose set out in the 
individual loan applications was an issue that required additional regulation (Joshi 2006) to ensure 
transparency, equity, uniform facilitation, human rights awareness, and a clearly regulated process 
for both lenders and borrowers (RBI 2005; 2011). The proposed Micro Finance Institutions 
(Development and Regulations) Bill 2011 details these requirements of MFIs. Funds used for 
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emergency needs were replaced later, with peer pressure used for monitoring of repayment rates. 
The use of loans and the wider benefits derived from the spill-over of skills and resources in the 
wider community confirm the effectiveness of MCP as a poverty alleviation intervention and suggest 
that in this study at least, loans were readily available and were made to all women in the self-help 
group who were either BPL or the poorest of the poor but the exact number of poorest of the poor 
were not known. 
7.3 Benefits of access to microfinance for village women 
 
A wide range of benefits to village people were identified by this study. Sections 5.4 to 5.4.4.1 
detailed the benefits that this study found to exist in villages as a direct result of engagement 
through MCP. Table 5.2 sets out the financial and social implications that flow from participation in a 
self-help group. The strong implications are that significant benefits flow to members. Table 7.2 sets 
out the processes for obtaining the economic and non-economic impacts derived in the sample 
villages. Women members of the self-help group derived benefits through economic, social and 
empowerment opportunities. Women saved money, generated income through small business 
creation and elevated themselves out of poverty. They also acquired skills and collaborated with 
each other in activities that improved the living conditions of the wider community as previously set 
out in Section 7.6.2.  
 
The use of loans for consumption purposes potentially impacted on the ability of women to generate 
regular income, an issue also noted by Karlan and Goldberg (2011) in a study of microfinance 
evaluation strategies. Within the sample of self-help groups in this research, women generally 
reported positively on the value of training provided by the facilitating NGO. Indeed one self-help 
group identified nine different skills in which their group had been trained. Other self-help groups 
had varying levels of training, with most enjoying between three and five different areas of training 
in addition to self-help group management skills. Training, education, and increased awareness are 
important platforms for the poorest to use, since in most cases their human capital is very low. 
Higher levels of training and education enabled the poor to locate and gather relevant information 
and thus improve their knowledge about banking and lending processes. The empowerment of 
women (mentioned in Section 7.3.1), skills acquisition and growth of social capital through the spill-
over effect (detailed in Sections 7.7 and 8.3.1) and reduced conflict in the community (detailed in 
Section 5.4.4.1) are regarded as the most significant long-term benefits of MCP to village people. 
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Other benefits for the individual members took the form of improved housing, improved sanitation 
facilities, wider health options, better education for both the members and their children, and new 
business and employment opportunities which generated higher income. Other improved conditions 
resulted from a variety of communal infrastructure additions including new toilet facilities, water 
provision and electricity connections, in addition to a range of other services from which the wider 
community also benefitted. According to Sen (2000) and Jha (2002, 2009) better health of the 
working age population enables a more productive and employable workforce. Most of these 
impacts represent capability enhancement. In this research, the use of loans for household 
improvements was a key element for improving women’s asset base, self-esteem, wellbeing, and 
family cohesiveness. 
 
Woolcock reports that women are generally eager to form self-help groups especially if “members 
are drawn from those in similar socioeconomic situations” (1999:33). Additionally, Woolcock argues 
that success in an MFI or a group is not automatic and is achieved by setting appropriate policies, 
and “by careful attention to mobilising and maintaining different types of social relationships” 
(1999:35). This “careful attention” will impact on the level of conflict within a community. The 
institutional linkages and social relations between self-help group members, NGO staff, and 
between borrowers and lenders, are the key relationships that shape longevity for group-based 
MCP. In this study, some of the self-help groups had been operating for over 15 years and had 
developed high levels of trust and long-term opportunities for empowerment of women. Apart from 
empowerment of women, benefits also included community empowerment. 
7.3.1 Empowerment of women 
 
Access to credit and participation in the self-help groups provided women with a sense of self-worth 
and increased their sense of contribution whether they lived in a nuclear or complex family 
arrangement. This was also reported by Rankin (2001, 2002) and Shortall (2008). The personal 
development initiatives in addition to health, nutrition, family planning information and other training 
resulted from collective action by self-help group members and responses through facilitation by the 
NGO. Similar observations were reported by Folgheraiter and Pasini (2009), and Nayar et al. 
(2004). Although savings and credit activity was discussed and taught during the course of self-help 
group meetings, the personal development activities (e.g. literacy, bank account operation, 
budgeting, and self-confidence) were separate initiatives.  
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Individual women highlighted the ability to go outside the home, to go to the bank or elected 
panchayat leader, and other associated activities which served to empower them. They 
communicated the significance of changes in terms of participatory citizenship consistent with 
earlier research undertaken by Anderson et al. (2002), Jakimow and Kilby (2006) and Kilby (2011). 
These changes implied an enhanced quality of community life, growing freedom, and an emerging 
and positive role of women as change agents in building their communities’ capacities (Datta 2004; 
Srinivasan 2003). These findings also serve to show how, from the women’s perspectives, their 
identities have changed. Whereas once they might have been oppressed (for instance by their 
spouses), now they perceived themselves as actively engaged participants, and citizens, in their 
villages and panchayat, a finding consistent with that reported by Tesoriero (2005).  
 
Another significant outcome reported by self-help group members was the greatly reduced 
dependency not only on moneylenders but also on employers for loans.72 Such reduced 
dependency resulted in increased empowerment and pride for women and also reduced the class-
related vulnerability of women to moneylenders’ enforcers who forcibly seize defaulters’ belongings. 
Women, in view of their self-help group membership, had access to a wider range of finance and 
credit opportunities, and reported less use of the moneylenders’ services after joining the self-help 
group. This finding was consistent with those of Srinivasan (2003). This observation is also reported 
by Gaiha and Nandhi (2005) and further studies concerning levels of interest charged by 
moneylenders to rural women undertaken by Ramakumar and Chavan (2002). 
 
Women noted one of the major impacts of their being given the opportunity to learn (by attending 
meetings regularly, and demonstrating personal development) and of being able to source credit 
from the self-help group or financial institution was an increased respect and acknowledgement in 
their household and in the community. An increased role in decision-making, including the ability to 
shape some important family financial decisions, made the place of women in the family more 
important and recognised. This has previously been observed by Swain and Wallentin (2009). 
Added to the new ability to secure income and loans was the enhanced electability of women to 
public positions such as councillors, and government officials, a trend previously noted by Bonu et 
al. (2009), Dreze and Sen (2002) and Hoff and Stiglitz (2010). Women were being recognised for 
their capabilities and skills that came in part from the NGO facilitation and in part from their new-
found freedom to go out of the home and interact with people in a variety of arenas. Elected 
panchayat leaders noted increased skills, respect, development, and exposure of women as 
                                                     
72 Daru et al. (2005) also reported on the reduced dependency on employers for loans. Employers use these loans in 
order to exert influence and control over employees and so retain employees as bonded labourers. 
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potential leaders in their communities as a direct result of self-help group membership. This is also 
consistent with the findings of Stiglitz (2011) and Janssens (2010), who noted increased wellbeing 
of participants in such programs and community members. Of particular note in this research was 
the spill-over effect of skills and capabilities that flowed to non-self-help group members through 
their involvement in collective action, as reported in Section 7.7. 
7.3.2 Benefits of access to microfinance on wider community 
 
Improvements in the village wellbeing were highlighted by respondents and were consistent with 
other studies (Hulme 2000; Gaiha and Nandhi 2005; Stiglitz 2011). These improvements included 
the acquisition of infrastructure assets such as water, electricity, sanitation and transport; advocacy 
and political representation; enhanced freedoms to petition government officials and authorities; 
and enhanced health, educational and social opportunities. These findings are consistent with the 
conceptual framework set out in Chapter 2 (Figure 2.1), and are also consistent with the findings 
derived by Tesoriero (2005) in a study evaluating 18 self-help groups in Tamil Nadu. An operational 
framework for self-help groups in a typical village environment, as suggested by this research, is 
shown in Figure 7.1. This framework reveals that community benefits, both economic and non-
economic, are derived when NGOs establish and facilitate savings and credit facilities.  
Figure 7.1 Community development process based on self-help group activities 
 
 
 
SHGs established and facilitated  
by NGOs 
Community benefits : 
Communal services – bus, water, electricity, toilets . local 
representation via elected members of panchayat ;
advocacy : delegations and petitions to BDO/DC/EPL . 
enhanced respect and self esteem of community members 
including non - self help group members .
Savings and access to credit 
achieved for SHG members and 
families 
Economic impacts :
Property acquisition, house construction, 
small business ownership, debt 
reduction, employment     
Non - economic impacts ; better 
education, health, elected 
members, higher confidence, self 
esteem, participation in community 
collective action 
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There is, however, the risk of overstating the impact of microfinance programs, and, specifically 
self-help groups, in the communities visited as part of this study. Whilst the BDO and elected 
panchayat leader participants indicated a high level of support for self-help groups and claimed that 
their success was genuine, some disquiet73 was expressed by non-members regarding the internal 
conflict, quarrels, theft, corruption, and loss of savings that they observed. Non-members recounted 
that due to the quarrelling and conflict in self-help groups, their spouses did not support their joining 
future self-help groups planned for the village.  
 
Apart from the individual benefits, benefits were also identified at a group level. The elected 
panchayat leaders and BDOs noted significant benefits to the wider community. These benefits 
included those which the study identified as unintended or consequential benefits such as the spill-
over effect of training, skills sharing and networking that resulted from inclusion in collective actions 
undertaken by self-help group members with non-members as detailed in Section 7.7. These 
community benefits flowed from the development and growth of social and human capital and the 
use of networks and bridging arrangements to secure new and additional skills and resources which 
enabled group members to participate in collective actions.  Findings indicate that programs 
conducted in the community by the self-help group members generated improved conditions and 
enhanced standing in the community in addition to improved relationships, the establishment and 
growth of micro businesses, enhanced social consciousness, a higher level of confidence and 
public speaking ability, improved options for educating children, and a firmly developed savings 
habit. Negative impacts included suggestions that the loans became a burden74, especially when 
members were in two self-help groups (previously referred to in Section 6.4.3); limited increases in 
income; and in some cases (because of limited training), a deteriorating relationship with NGOs.  
 
Elected panchayat leaders reported, however, that there was less conflict in the villages where a 
self-help group operated, possibly because of the new close working relationships developed within 
the self-help group, as reported by Gaiha and Nandhi (2005). The claim of reduced conflict should 
be tempered by the knowledge that the data was self-serving for EPLs. Reduced conflict was also 
reported in the homes of self-help group members with some members indicating that their 
husbands were more supportive since they had gained access to loan funds. Six (50%) of the self-
help groups indicated in their focus group discussions that conflict was now negligible because of 
the self-help group. Help was provided by members to any self-help group member who 
                                                     
73 This claim was made by non-self-help group members but was not supported by comments by any of the self-help 
group members.  
74 Khan (2009) also noted the negative impact when loans were allowed to become a burden on the household. 
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experienced conflict with her spouse. Self-help group members also stated that they had a high 
level of trust and cooperation within the groups. This was especially noted by BDOs and EPLs who 
lived in the villages and had firsthand knowledge of the community feeling. Sinha et al. (2009) also 
reported this finding. Self-help group discussions affirmed that conflict and domestic violence had 
reduced because self-help groups had been established and their influence had resulted in 
enhanced trust, self-esteem, confidence, and engagement in the group and in the wider community. 
The finding of reduced conflict was not consistent with studies undertaken in Bangladesh by 
Schuler et al. (1998) and also Rahman (1999) where violence toward women by men seemed to be 
fuelled by microcredit program funding. Likewise Luke and Munshi (2011) report that women’s 
better income and higher bargaining power increased the level of domestic violence since men felt 
threatened. The main economic and non-economic impacts, including reduced conflict, identified 
during this research are set out in Table 7.3 under four levels of activity ranging from the individual 
to district-level activity resulting in both economic and non-economic benefits. 
 
Table 7.3 Economic and non-economic impacts of self-help groups 
Level of activity Economic activity Non-economic activity 
Individual  Poverty al leviat ion,  employment,  
income, assets,  contro l o f household 
spending 
Ski l ls  growth,  l i te racy, sel f -esteem, conf idence, 
respect  in  vi l lage  
Household Education and health  costs paid , house 
and toi let  construct ion,  family 
consumpt ion needs met  
Decision-making in family, better l iv ing 
condit ions,  health ier  environment , less confl ic t .  
Vi l lage communi ty  Contribu te to jo int  income-producing 
projects  
Vil lage communi ty networks,  increased 
partic ipat ion, less conf l ic t,  greater  respect fo r 
members,  pol i t ical  advocacy.  
Distr ict  New businesses star ted in  v i l lages and 
add to loca l  o r regional  economy 
Non-trad it ional occupations,  increased ski l ls 
base.  
 
The women in self-help groups welcomed participation in collective actions with others. This was 
due to the close collaboration between self-help group members, the high level of trust and 
connection within these groups and the indirect facilitation by the NGO. Sixty per cent of women in 
the self-help groups in this research participated in collective action in their communities. This 
finding is consistent with that of Tesoriero (2005) who reported that 56% of self-help group 
members in his study participated in collective action. It is significant to note that in this research 
40% of women did not participate in collective action, indicating room for improvement in the 
participation rates. Reasons for non-participation included lack of time and availability due to work 
opportunities and poor marketing of the activity. 
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7.3.3 Community empowerment 
 
Findings indicate the growth of community association, networks, community participation, and 
solutions for community needs and problems have little to do with credit per se. The growth and 
stability of a self-help group within a village provides additional opportunities for networks 
association and bridging to take place. Gaiha and Nandhi (2005:18) note, however, that “self-help 
groups were more likely to be successful in villages with a high density of social networks and 
associations” because in these circumstances they are more likely to result in collective action. This 
is a point also reported by Gaiha and Kulkarni (2006). This observation is consistent with the 
conceptual framework shown in Figure 2.1. Involvement in community collective actions such as 
toilet construction and servicing, water provision, electricity installation and connection, securing of 
bus services, repairs and maintenance and other civic activities contribute to the creation and 
expansion of community spirit (social and human capital) far more deeply and broadly than the 
group saving and lending activity alone. Such community participation stimulates local self-reliance 
and thus reduces dependency on outside agencies, an extension of the self-help group philosophy 
according to Cornwall (2008). Women, BDOs and elected panchayat leaders also reported a high 
level of involvement opportunities for women from each self-help group to represent the group at 
the series of federations in the local area, and in the panchayat, and block.  
 
The work done by NGOs to establish self-help groups further empowered the NGO in the eyes of 
the community, BDOs, and donors for the long-term benefit of the community. This is consistent 
with research by Datta (2004). The influence of the NGO in furthering their relationship with the 
BDO and other government agencies by acting as a sub-contractor, for example, was noted by both 
BDOs and NGO directors. All six NGOs in this research had previously operated health and other 
programs in all of the sample communities and many took advantage of this prior knowledge and 
exposure to expand their self-help group program with BDO and elected panchayat leader support. 
Since start-up subsidy funding was available from the central or state government, the collaboration 
between BDO and NGO staff was to their mutual benefit. The process ensured that central and 
state government policy regarding the funding allocation for MCP was implemented whilst NGO 
program objectives were also being facilitated. This reinforced the central and state governments’ 
explicit desire to include NGO involvement in the self-help group development and lending process 
(Planning Commission 2007; RBI 2005) and this benefitted village individuals and the wider 
community economically, educationally, socially and through added infrastructure. However, 
exclusion was not prevented. 
167 
 
7.4 Exclusion of the poorest of the poor women from self-help groups 
 
The focus of the four research questions was to investigate the effectiveness of MCP, to ascertain if 
poorest of the poor women were excluded from microfinance programs and then to identify how 
exclusion took place. The findings identified a range of factors associated with the formation and 
operation of self-help groups that were regarded as exclusionary. These included exclusion by self-
help groups as they are in the formation process by not inviting potential members, age and 
poverty, self-exclusion by individual women including a lack of spousal permission, work 
commitments, a lack of awareness of the benefits of membership, and a lack of self-help group in 
the woman’s neighbourhood. In addition some NGOs utilised a pragmatic practice of selection by 
discriminating in favour of certain previously excluded castes when facilitating the formation of self-
help groups in a village.   
 
NGO directors reported that their microfinance programs included a high percentage of self-help 
group members who lived below the poverty line. However, the data did not support this claim. 
Secondary sources, such as the NGO annual reports, revealed that NGOs paid little attention to 
targeting the poorest of the poor women (Gaiha and Kulkarni 2006). The highest proportion of 
‘poorest clientele’ in the six participating NGOs was 75%, with three NGOs in the 15–20% range. 
Tables 4.4 and 6.2 provided data on the levels of BPL and poorest of the poor being serviced by 
each NGO and data also shows that there were 37 (18%) women-headed households and 38 
(19%) self-help group members who held a ration card. These findings contrast with those of 
Tesoriero (2005) who evaluated one NGO in Tamil Nadu, where all members were stated to be the 
‘poorest of the poor’. However, NGOs in this present study had better targeting accuracy in terms of 
some other correlates of poverty including caste, landlessness, and poor education levels, and 
illiteracy. Khan (2009) and Nawaz (2010) report that some NGOs fail to lend to those who do not 
have any source of income, thus automatically excluding the poorest. However, membership of a 
self-help group was highly regarded, with long-term participation maintained by individuals once 
they joined. Some self-help groups had been operating continuously for 15 years. The average 
operating life for the 12 self-help groups in the sample for this study was 7.5 years. This indicated 
that initial inclusion and participation is the key, since women are likely to stay and benefit once 
they join a self-help group. (Gaiha and Nandhi 2005; Hishigsuren 2007). Consistent with Khan 
(2009) and Nawaz (2010), the poorest were often hesitant to borrow and often were unable to find a 
group that would accept them because of the risk of loan default.  
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The selection criteria of the programs examined in this study provided further insights into the basis 
upon which members were chosen, with a number of exclusionary criteria being used when the 
groups were established. These exclusionary criteria included caste, religion, age, ability to pay 
weekly contributions and save, home ownership or residency, marital and family status, and, in 
some cases wealth levels. Some of these criteria, because of their discriminatory and divisive 
nature, might be described as the “rupture of social bonds”, a description of exclusion provided by 
de Haan (1998:762) meaning that previously accepted community traits are used to discriminate 
against members of the community. The inability to participate, lack of awareness, irregular 
incomes, domestic responsibilities, and insufficient time due to labour commitments were also cited 
by participants as reasons for not being available to join the self-help groups. These factors create 
difficulties when groups are formed, especially when self-selection processes prevail, an 
observation also reported by Marr (2006). She cited members’ imperfect information about each 
other, low knowledge of household risk and incomes, loan misuse, internal group conflict, 
inadequate facilitation by the NGO, and pressure on the poor to leave the program as additional 
factors. Other potential new members were not willing to participate because of these issues, a 
finding also identified in this research.  
 
Initial findings suggested that exclusion was practised at three levels within the communities in the 
sample investigated. Exclusion was imposed by NGOs at the self-help group formation stage based 
on caste and religion. Exclusion was also practised by members of self-help groups on potential 
members due to their knowledge of the individual’s employment, trustworthiness, non-home 
ownership, age, educational level, and health and wealth status as detailed in Section 7.3.1. Self-
exclusion was also observed when women decided not to join due to their lack of trust in the self-
help group process, limited awareness of loan benefits, reports of conflict within self-help groups, 
and previous bitter experiences as members of other self-help groups. The refusal of the spouse to 
permit membership was also a reason for self-exclusion since the woman was forced to make the 
decision to exclude herself due to her spouse’s lack of permission. Section 6.4.1 detailed these 
findings. Self-exclusion was a prevalent practice by potential members since they decided for 
various reasons (detailed in Table 6.4) that they did not wish to join a group even if they were 
eligible. Whilst exclusion by the self-help group was the main cause for non-membership, this 
included a significant proportion of women who were not invited to join (13 out of 22). Self-exclusion 
was the dominant reason for non-membership. This reason included lack of spousal permission, 
age, poverty, lack of awareness of benefits, a decision to work and not join the group, and the 
group not being suited to the needs of the women (19), and is considered a key finding of this 
research.  
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NGOs were found to practise a pragmatic regime of discrimination by favouring women who 
belonged to castes whose members had previously been excluded. They did this in an attempt to 
redress previous discrimination. Section 6.4.2 outlined the extent to which cultural factors 
contributed to exclusion. However, data confirmed that 100% of the sample interviewed comprised 
scheduled caste and tribes including dalit women (as shown in Table 4.4). In addition the lack of 
generalised trust (previously discussed in Sections 6.2.2 and 6.4.1) within the non-member 
community provided reasons for self-exclusion. 
 
An examination of the role of BDOs and EPLs in self-help group selection and formation revealed a 
neglect of current GOI policy on inclusion of the poorest of the poor and a focus on administrative 
processes designed to form self-help groups. BDOs and EPLs played an administrative role in 
facilitating an NGO’s entry into communities for development interventions, including establishing 
self-help groups. This administrative role is consistent with GOI and Tamil Nadu Government policy, 
and NABARD and RBI policy (GOI 2011; RBI 2011).  
 
The findings revealed that NGOs adopted a policy of leaving member selection to the local women 
or alternatively, they provided guidance and facilitated group formation based on caste, religion, 
and other general conditions of the village such as number of available, eligible, and interested 
women; or poverty and age of those women. In effect NGOs adopted deceptive or negligent self-
help group selection practices in contrast to their policy outlined in their annual reports and 
presumably in contrast with advice given to their donors. Their selection behaviour is in direct 
contrast with their documented policy. This meant that a pragmatic practice was adopted by the 
NGOs, and thus GOI policy was not applied. In effect NGOs adopted deceptive or negligent self-
help group selection practices in contrast to their policy outlined in their annual reports and 
presumably in contrast with advice given to their donors. Their selection behaviour is in direct 
contrast with their documented policy. 
 
The NGOs’ practices of not complying with the GOI policy (e.g. by not having documented 
requirements as part of their own administrative working guidelines for staff), meant that some 
women were deliberately excluded from self-help group participation through the self-selection 
process and such selection processes were endorsed by the facilitating NGOs. Exclusion took 
place because of the presence of one or all of the previously mentioned characteristics, such as 
age or caste. Further, some women felt that they could not contribute because of their limited 
education and skills, or were risk averse, and hence they self-excluded. Studies by Hermes and 
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Lensink (2011), Hulme and Mosley (1996), Marr (2004), and Pitt and Khandker (1998) have 
reported observations of the self-selection process and the non-participation of the poor as well as 
non-acceptance by the group of those in extreme poverty (Simanwitz 2002).  
 
The findings of this study have amplified those of earlier studies, with women specifically identifying 
age, infirmity, lack of education and limited income as impediments to membership. This meant that 
they perceived themselves to be too old, too weak, illiterate, and poor or risk averse to participate. 
The findings established that women were thus excluded on two grounds: by other group members 
or because they felt they could not satisfy the self-help group membership conditions. 
Consequently, the self-help groups were likely to comprise women who were more capable and so 
the programs may have had a higher likelihood of success. Arguably, self-exclusion results from the 
lack of confidence and possible feelings of inferiority brought about by poor education, no or limited 
connections with others, poor social networks, low social status (low caste), spousal dominance, 
poverty and vulnerability (Hermes and Lensink 2011; Khan 2009; Nawaz 2010; Swain and 
Wallentin 2009). In short, exclusion of the poorest of the poor women from MCP in Tamil Nadu, 
India was revealed in the findings. An examination of the process of selection identified how that 
exclusion was practised.  The social, cultural, business and environmental factors that influence 
exclusion are detailed in Section 7.5.  
7.5 Factors that influence exclusion 
 
A variety of social, cultural, business and environmental factors contributed to exclusion of women 
and in particular, the poorest of the poor women, from MCP. These were detailed in Section 6.4.  
For non-members who decided against joining, the decision was based primarily on social issues. 
These included:  a lack of interest, a lack of awareness of the benefits of membership, opposition 
from their spouse, and perceptions that corruption and quarrelling were problems in self-help 
groups.  Poor education, inadequate loan repayment capacity, and low status in society (resulting in 
low or no generalized trust) were other reasons why exclusion was practised when self-help groups 
were being formed. Cultural reasons for exclusion by NGOs and groups during the selection 
process were based on religion and caste. Section 6.4.2 detailed the findings regarding this factor. 
The limited education and very low caste of non-members were prominent features. 
 
It was understandable therefore that some NGO-facilitated self-help groups comprised women who 
were all from the same caste (reported in Section 6.4.2) who had previously been overlooked or 
excluded. This possibility was foreshadowed in the conceptual framework set out in Section 2.6. 
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Rather than directly address discrimination, bias and exclusionary practices, NGOs chose to adapt 
to the local community in order to facilitate self-help group formation for clients previously excluded. 
Khandker (1998:11) reports that in Bangladesh “the ultra-poor may not join such (microfinance) 
programs even if they are eligible because they lack human capital”, a finding that is consistent with 
this research which found nine of the 54 non self-help group members felt they were too poor and 
uneducated to participate in the self-help group program.  
 
The findings highlight the importance of the selection processes for self-help groups, which 
ultimately provided access to a loans and savings regime. Women in the village may have 
influenced the selection process and caused the poorest, aged, uneducated and unhealthy and 
those located in remote areas to be excluded or overlooked, or for these women to exclude 
themselves when invited to join (Reported in Section 6.4.2) (Aniket 2005; Khan 2009). Silver 
(2007:2) reports that: 
Excluders are agents who use specific mechanisms to push others out and deny access to 
resources and relations. Even if it looks like the excluded want to withdraw from society, 
they may be doing so in reaction to poor treatment.  
 
Marr (2006:35) reports that even if the poor are included in the group initially, there is a tendency for 
them to be “induced to leave microfinance programmes, but also that new group members are 
selected from less poor backgrounds than those of the original participants”. This is an indicator that 
group selection, rather than favouring the poorest, reinforces the inefficiencies of the credit market 
and continues to exclude them from access to credit (Marr 2006). 
 
Government regulations specifying who may become members of self-help groups and how those 
groups are to operate are promulgated through the RBI, NABARD and various State government 
agency policy statements, and then promoted and enforced supposedly by District and Block 
administrations. Many NGOs are registered under the provisions of the charitable non-profit Section 
25 of the Companies Act 1956 and the Public Charitable Trust Act. When different funding 
programs are decided upon such as the SGSY, IRDP, PMRY, TRYSEM, and MGNREGS 
appropriate guidelines are provided to implementing bodies. This is especially the case when 
Central Government funding is provided through NABARD in the form of refinancing of commercial 
banks from which self-help groups obtain loans. However, in reality, in the implementation of these 
programs a variety of practices are accepted which may be contrary to the government agency 
directions.  In this research all six NGOs developed their own pragmatic selection practices which 
were also contrary to their stated policies documented in their annual reports. Some of these 
practices responded to previous discrimination against certain castes in the area. Whilst on the one 
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hand an effect of previous discrimination was being addressed, a focus on specific target groups 
inadvertently excluded those outside the NGOs’ ‘target market’. Lack of trust in the self-help group 
performance caused some women to self-exclude. 
 
Business or management factors causing self-exclusion were observed and are set out in Section 
6.4.3. These included perceived dishonest practices including theft, forgery and lack of trust of self-
help group leaders, and the previous poor performance of businesses resulting in loss of savings 
and loan monies. Lack of government controls over NGO and self-help group practices were also 
cited as factors contributing to self-exclusion decisions made by women. In addition, the corrupt 
practices of some other NGOs in defrauding banking institutions were mentioned as having 
influenced decisions of some women. Fear of business failure, disunity, lack of cooperation, and 
fear of debt if forced to join a second self-help group were additional reason for self-exclusion. 
 
No environmental factors were found to preclude poorest of the poor women from becoming 
members. Section 6.4.4 discusses findings relating to geography, climate and local living 
conditions. None of these had a negative influence on the decision-making process. Indeed data 
reveals that water, housing, sanitation and other infrastructural improvements in the community 
resulted from the input of the self-help group members in collaboration with members of the wider 
community. Community development projects provided an avenue for environmental issues to 
become a focus of collective action, and caused growth in trust, skills, participation, and networking, 
which are factors over time which could mitigate against future exclusionary practices.   
 
The tendency of women to select fellow self-help group members from the same caste, religion, 
age group, village location, and economic status, created both inclusionary and exclusionary 
effects. As noted by Woolcock and Narayan (2000) and Woolcock (1999), women feel more 
comfortable associating with other women from similar socio-economic circumstances, 
environments and geographic locations. Armendariz de Aghion and Morduch (2005:51-52) report 
that ‘the safe mix with the safe’ and that the ‘risky mix with the risky’; an observation also made by 
Gaiha and Nandhi (2005) in a study of Maharashtra self-help groups and also by Woolcock (1999) 
in his study of failed self-help groups.  As a consequence of this selection process, the ability of the 
groups to generate bonding social capital may have been enhanced because of their higher levels 
of satisfaction and confidence in fellow members due to their local connections, long-term 
relationships, and local residence which led to trust and closer working understandings consistent 
with the conceptual framework of this study.  
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Elected panchayat leaders and BDOs also identified a number of other real and/or perceived 
exclusionary factors. These included high interest rates, poor group cohesiveness, the need to 
save, and high repayment rates. Isolation, lack of awareness of group benefits and mandatory 
meeting attendance were perceived as additional factors which excluded some potential members. 
Caste became a driving factor of discrimination. This finding is consistent with Stiglitz who notes 
“race and caste are social constructs that effectively inhibit the human development of large parts of 
the population in many parts of the world” (2011:233). Trust was an underlying feature of discussion 
in these groups. The fear of conflict, quarrels, corruption, theft and potential loss of savings were 
prominent reasons for creating and maintaining a trusting environment, an issue also reported by 
Janssens (2010) and Marr (2006).  
 
In Bangladesh, Galema and Lensink (2011:567) found that many women in villages do not want to 
associate with the very poor for both economic and social reasons, and at the same time “the 
poorest women reported being very worried about the consequences of not being able to make the 
weekly loan repayments and so did not join the microfinance program”. The present research found 
that the very poor were not invited to join the self-help group and often they deliberately chose self-
exclusion and thus did not compete for places in the proposed group. The findings of this research 
concerning the exclusion of the very poor through their own self exclusion (reported in Section 
6.4.1) are consistent with the study of Thorp et al. (2005). They report that the chronically poor are 
seriously disadvantaged when forming groups for a number of reasons, including lack of social 
networks, association, social stratification, and lack of cohesion, and as a result they are not 
deemed by other potential group members to be eligible. They therefore decide to opt out of the 
joining process. Social stratification means that the “poorest are seriously disadvantaged by being 
trapped at the base of a socially stratified system” (Thorp et al. 2002:915) and are subject to 
discrimination and domination, experiences reported by participants in this research.  
 
The findings of this study revealed a wide range of factors that influenced exclusion from self-help 
groups. Despite these factors and the existence of exclusionary practices, microfinance programs 
provided benefits to individuals, groups and the wider community. The effectiveness of microfinance 
in alleviating poverty is discussed in the next section (7.6).  
7.6 Effectiveness of microfinance in alleviating poverty  
 
The research question in this study asked “how effective are microfinance programs in alleviating 
poverty amongst the poorest of the poor rural women in Tamil Nadu, India?” The approach taken to 
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answer this question was to examine the extent and conditions of loans made to self-help group 
members including poorest of the poor women and then to identify the benefits of MCP that flowed 
to village women generally. Because of the high number of women living in poverty in rural India, 
MCP as a poverty alleviation intervention will not alleviate all poverty of the poorest women if they 
are excluded from membership. Therefore, an examination of whether or not the poorest of the poor 
women are excluded was conducted. In addition, the factors might lead to exclusion were identified. 
Strategies that might mitigate against any future exclusion of the poorest of the poor women were 
also examined.   
 
Section 5.4 reported on the impact of MCP on women and communities. The following impacts on 
women members of MCP in self-help groups were identified: higher levels of savings than before 
becoming members; internal lending within the self-help group; decreased reliance on informal 
moneylenders; and a very high level of trust between members of the self-help groups. In addition 
the following benefits were reported: to enhancing and encouraging low caste women and providing 
access to loans and savings facilities, empowering women to initiate and run small business 
operations; skills training in income producing activities; a greatly enhanced level of community 
involvement in development activities; and a high motivation to represent the community as 
councillors. Empowerment, skill development, growth of self-confidence and self-esteem and 
financial independence of women led to high levels of participation in community activities. Elected 
panchayat leaders and BDOs reported that in their opinion MCP were effective in enhancing the 
station of women through education, training, empowerment opportunities and through their 
contribution to community life through community development activities that enhanced the living 
conditions of the wider community.  
 
The level of poverty in one block for instance was stated to have reduced from 20% to 8% of the 
population. Variations in data for people living below the poverty line (BPL) were detected. BDOs 
(8–31%), GIO (25.7% for rural India and 16% for rural Tamil Nadu) and the self-help group sample 
(56.4%) all reported different figures for the number of people BPL. The improvements which 
resulted from membership of self-help groups were encouraging: there was a 25% reduction in the 
number of women in the sample found to be living BPL since joining a self-help group (reported in 
section 5.4.3). Of the 45 women who were still living BPL, 38 (84%) were still in possession of BPL 
ration cards indicating official recognition of their poverty status. Section 5.4.3 also reported on the 
increased level of skills and material possessions including animals, land and savings, reduced 
interest paid on loans, and gold acquired as an investment since joining a self-help group. These 
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economic benefits were confirmed by NGO annual report data and BDO reflections (See Table 5.5). 
The effectiveness of MCP in this research was reported in measures other than economic. 
 
The social impact on the poorest of the poor women, whether they were members of self-help 
groups or not, included improvements in housing, sanitation, education and health conditions, and 
empowerment and skills acquisition. In addition, Section 5.4.4 reported on improved gender status 
(resulting from growth of social and human capital), and community development participation in 
collective action projects. Details of these changes are set out in Appendix M and Table 5.6. 
Conflict reduction in the sample communities (reported in Section 5.4.4.1) in addition to the 
significant spill-over of skills and trust into the community from self-help group members (reported in 
Section 7.7) were major benefits and further demonstrated the effectiveness of MCP in alleviating 
poverty in both poorest and poor categories or women (and men) in the wider communities. 
 
The overall effectiveness of MCP in the communities examined in this research is best summed up 
as follows: it improved the process for enabling growth of social and human capital for both self-help 
group members and for people in the wider community. This enabling environment creates 
opportunities for people to enjoy greater freedoms. In this way poverty in many forms was alleviated 
and improved status and wellbeing was enjoyed by village members, in particular, the poorest of the 
poor women. Unanticipated findings from this study included the growth of social capital including 
trust, the spill-over effect, and reduced conflict in the villages. These are discussed in the next 
section.   
7.7 Emergent findings 
7.7.1 Growth of social capital through SHG operation in communities     
 
Social capital, as noted previously in Sections 2.3.4 and 2.3.5, relies on the active participation of 
people (Shortall 2008). Exclusion of minority groups or vulnerable people can be detrimental to the 
development of social capital within those groups (Sen 1987, 2004a). It is also possible that strong 
ties within a select group may prevent inclusion of members of the wider community, thus 
reinforcing the status quo (Janssens 2010; Narayan 1999; Woolcock 1998).  As such, those 
excluded from self-help groups due to caste, religion, age, poverty, or because they did not own 
their own home, may find that they are also excluded from a variety of other community activities 
(Woolcock 1998). This was not the case in this study however, where it was found that non-
members were able to participate in collective action/s alongside self-help group members, thus 
benefitting from the skills developed by self-help group members through the facilitation of NGOs 
176 
 
and association with members. Prior exclusion for whatever reason in a village makes it difficult to 
be associated with and involved in other community activities. Hence, restricting social capital to a 
select group can have negative impacts both for those excluded and for the wider community if it 
restricts freedoms, restrains initiatives, excludes outsiders or reduces access to training and 
services (Janssens 2006). As Woolcock and Narayan (2000) explain, the social ties of a person can 
both have positive and negative effects, while the ties that a person does not have can deny access 
to resources. Additionally, “there is a general tendency for social networks to form among 
individuals who have similar socio-economic characteristics or resources” (Lin 2001:113). It was 
found in this study that the ties which women had in a village were affected both positively and 
negatively by their age, caste, poverty, education level, and health and housing status. Previous 
negative experiences resulted in a lack of trust by neighbours, thus limiting the growth of social 
capital in the community. The lack of generalised trust caused potential members to refrain from 
becoming members and they self-excluded through a deliberate decision-making process. While 
exclusion typically prevents association between people, leadership and initiative shown by self-
help group members with respect to community development, the projects allowed all women in the 
village to participate. 
 
This research confirmed that the growth of social capital (as trust and bonding) was nurtured in self-
help groups, but was not limited to them. Further, within a trusting environment, community 
development activities listed in Appendix M75 initiated by self-help group members promoted 
collective action. This collective action resulted in improvements in infrastructure and wellbeing 
within the community and also provided the opportunity for better relationships and further trust 
within the community to develop. Another possible avenue to increase the growth of both human 
and social capital included the establishment of the BLF concept used by a wide variety of NGOs 
and MFIs throughout India (Planning Commission 2009; RBI 2005). It was noted by a social worker 
(Social worker 6, Oct 2010) that a BLF was in use by one of the sample NGOs (NGO 3, Oct 2010). 
In this way, bridging opportunities with other self-help groups developed, thus forging ties that 
generated access to contacts, knowledge, experience, and other resources (Woolcock 2001). 
 
The data regarding the growth of social capital in this study provided a clear indication that trust 
was an important feature of relationships within all the participating self-help groups, enabling the 
growth of social capital and wider community involvement. This finding is consistent with the view 
expressed by Uslaner (2002:1) that “trust is essential to solving many collective action problems 
                                                     
75 Of the 45 collective actions undertaken by the self-help group members in collaboration with other village women who 
were non-members, 41 were initiated by the members of the 12 self-help groups. 
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and to helping people get involved in their communities”. Since “trusting people are more likely to 
get involved in their communities” (Uslaner 2002:5), a point also observed by Putnam (1993), the 
opportunity exists to influence a wider spectrum of people. In this study, a high level of trust within 
the self-help groups influenced other community members, thus enabling the high level of collective 
action shown in Table 5.6 and Appendix M. A certain level of trust was a precondition for 
membership (Rankin 2002), and the findings suggest that this level of trust increased as members 
participated and bonded in the group. However, the findings also indicate that the non-self-help 
group members did not share the same level of trust of self-help groups reported by self-help group 
members. Indeed a strong mistrust by non-members towards self-help groups was evident, based 
on the corruption, infighting, quarrels, theft, and business failures that they claimed to have 
observed in self-help groups. Both members and non-members of self-help groups participated in 
collective activities for the benefit of their communities. The conceptual framework (Figure 2.1) 
adopted for this research accepted that trust, resulting from bonding in the self-help group, would 
lead to effective collective action in the community within an inclusive environment. Trust was also a 
precondition for membership and participation in the self-help group resulting in a spill-over of skills 
and participation detailed later in this section.  
 
 
This study finds that NGO facilitation and nurturing of trust within groups spills over into the wider 
community and motivates them irrespective of the economic engagement. Collective action 
undertaken in the villages was initiated by self-help group members and involved wide participation 
of women – both members and non-members of self-help groups. The formation of the self-help 
group and subsequent growth of social and human capital was the catalyst for over 45 collective 
actions detailed in Appendix M. One hundred percent (12) of the self-help group sample were 
involved in collective actions. The interaction of self-help group members and non-members 
provided opportunities for non-members to acquire skills and general awareness from the members 
who had received training through NGO facilitation in a variety of disciplines. In addition, the non-
members had the opportunity to build relationships, develop capabilities and participate in activities 
that contributed to the improved wellbeing of the community, thus building social and human capital 
and adding to their self-esteem and confidence. There was no evidence that the generalised 
involvement in collective action led to formal participation in self-help groups. Whilst few of the 
poorest were members of self-help groups, those who were increased their financial, social and 
human capital. Participation in a savings regime gave them access to small self-help group-initiated 
loans, and to loans obtained through the commercial banking outlets to which they were introduced 
by the NGO. 
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Whilst exclusion from self-help groups was reported in the villages studied, involvement in the 
collective actions initiated by the various self-help groups enabled all women to share in making a 
contribution to and benefitting from efforts to improve the wellbeing of the community. This 
suggested that social and human capital had been enhanced and that, in an unexpected way, 
exclusion had been confronted. For this research, the advance in conceptual understanding rests 
on the spill-over effect of social capital in and from self-help groups, generating increased skills, 
trust, and inclusion that led to wider participation, improved wellbeing and increased association 
and networking. The results of these spill-over effects appeared to be reduced poverty and reduced 
vulnerability to isolation, discrimination and exclusion. Thus, a process of ‘graduation’ from extreme 
poverty commenced through the NGOs’ facilitation of self-help groups, the agency of the women 
involved, and the resultant collective action in the community that enabled inclusive participation. 
7.7.2 Growth of trust, skill sharing and collective action 
 
The purpose of this section is to describe the advances in the process of developing the capabilities 
detected in this research. In the conceptual framework for this study (depicted in Figure 2.1) a 
series of relationships between concepts was outlined. Following data analysis, these connections 
were reconsidered and re-presented with changes (shown later in Figure 8.1 in Section 8.3). The 
relevant concepts in the framework included poverty, social capital, exclusion and microfinance. 
The purpose in forming self-help groups as part of a wide range of poverty alleviation interventions 
by the GOI (2011), RBI (1996, 2005, 2011) and the Planning Commission (2007, 2009) was to 
provide access to credit and training for the poor. However, the literature suggested that the poorest 
of the poor are seldom included, and that the middle and upper poor are the main beneficiaries from 
such access (Hulme 2000; Hulme and Mosley 1996; Kamal 1999; Martin and Hulme 2003; RBI 
2005; Yunus 1999, 2003). This reportedly occurs because of the systemic and cultural lack of 
inclusion by BDOs, NGOs and women that prevents the participation of the poorest.  
 
In this research, the findings revealed that the initial coming together of women in self-help groups 
was enabled because of the generalised trust that existed between the women. They were of 
similar caste and shared social and economic interests and joint participation in self-help groups 
caused them to bond more closely and thus generated a highly trusting environment within the self-
help group. Whilst findings revealed that economic poverty was alleviated, poverty of spirit was also 
alleviated through the creation of an intimate and trusting environment through the participation, 
bonding and trusting sequence. Pre-existing social capital in a community, for example trust, 
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enables women in this framework to come together in self-help groups (Rankin 2002). Generalised 
trust was a precondition at the self-help group formation stage. This was reflected through the self-
selection process during which family members, similar caste members, and neighbours formed 
self-help groups using the initial level of generalised trust as a foundation for the formation of the 
group. The women used this affinity to grow further social capital in the form of bonding, trust, 
networks and association with others.  
 
In addition, the coming together of women in self-help groups enabled close and personal dialogue 
on a wide range of topics also noted by other researchers (Garikipati 2008; Janssens 2010; Sanyal 
2009; Thorp et al. 2005). These group meetings initiated discussions on family issues, health, 
spouse abuse and other issues that generated opportunities for the women to feel more 
comfortable with and trusting of the other members of the group as they shared their concerns 
(Narayan 2008; Srinivasan and Bedi 2008). Enhanced trust underscored a willingness to 
collaborate with other self-help group members and to also become involved with other community 
non-members in joint activities which improved the community economically and socially (see 
Appendix M for list of community activities initiated by SHG members). The increased level of 
bonding and trust within the self-help group resulted in further opportunities for the individual and 
the self-help group members to both network with other self-help groups (through the block level 
federation (BLF) of self-help groups, for example) and also to network within their own community. 
Delegates take both problems and solutions to the BLF meeting and thereby share their 
experiences with other self-help groups from neighbouring districts. This process of knowledge 
sharing and transfer created opportunities for all self-help groups when examples and shared 
experiences were reported back to the individual self-help group meetings.  The BLF networking 
process became an opportunity for two NGOs to facilitate the sharing of both positive and negative 
experiences with participation by self-help groups normally on a regional or geographic basis. 
Higher levels of participation and representation (e.g. through women from self-help groups being 
elected to councils), resulted from a wider circle of association and a higher appreciation of 
management skills and achievement demonstrated within self-help groups. 
 
The collective action process in the community, initiated by self-help group members with 
involvement and participation of village women, resulted in benefits for the wider community. The 
association with each other and with members of the village community provided exposure to skills 
and bridging and networking opportunities for the wider community. Thus, through the process of 
collective activities, the perception of self-help group exclusivity decreased. Through such bridging 
and networking activities, new skills and capabilities were added to the knowledge base of the 
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village women, providing opportunities to enhance both their social and human capital. Through 
collective action, women who may have been excluded from self-help groups had their vulnerability 
reduced. As noted previously, the extreme poor have limited material resources, and their non-
material resources may not be fully valued by self-help group members. They therefore benefit from 
the opportunities to be included in, and associated with, community activities. 
 
Of particular relevance to this study was a related study undertaken by Cleaver (2005). Examining 
rural development participants in Tanzania, Cleaver posits that “social relationships, collective 
actions and local institutions may structurally reproduce the exclusion of the poorest”, further 
asserting that “increased participation and association at community levels is not necessarily 
beneficial to the poor” (Cleaver 2005:893). Daly and Silver (2008) make similar observations. 
Cleaver cites examples in which the poor were included but their inclusion made no positive impact 
on their wellbeing. This thesis, however, highlights the benefits of specific collective actions 
organised by self-help groups in collaboration with the poorest women in the community, promoting 
an inclusive atmosphere by creating new relational interactions. This study found that the 
participation by the poor in collective actions in the community served to benefit the wider 
community, including the poor, through the production of community goods e.g. infrastructure and 
services. In contrast to the findings of Cleaver (2005) this study found that increased participation 
and association also served to benefit the poor by broadening their skills and confidence base. 
 
Of major significance was the development of women’s capabilities demonstrated by higher 
confidence levels, skills growth, empowerment and increased political participation. Each of these 
capabilities contributed to a reduced vulnerability as the women developed and valued social 
capital, reduced social exclusion and poverty, and created more demand for microfinance services 
through greater awareness of the benefits of loans. The findings in this research revealed that, 
despite the initial exclusion of village women from self-help groups due to age, ill-health, poverty, 
caste, and self-exclusion, they were ultimately provided with the opportunity to be included in 
collective activities and through the process of these activities, they enhanced their social and 
human capital. For example, women who were not members of a self-help group reported that they 
had experienced increased community participation and learning opportunities, in addition to 
enhanced self-confidence and respect as a result of the involvement in community activities 
initiated by the self-help group members, further enhancing and shaping trust. They had also 
benefitted from access to health services and improved infrastructure such as roads, water outlets 
and toilets. Additional benefits included a more participatory and more respectful community 
environment with less conflict. Hence, social capital generated by the self-help groups created a 
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spill-over effect, resulting in increased social capital at a community level through collaborative 
community projects initiated by individual self-help group members (Knowles, Luke and Barraket 
2013). Increased trust and cooperation reduced conflict in the villages. The findings regarding 
conflict reduction (Sections 5.4.4.1 and 7.3.2) is supported in a study by Gaiha and Nandhi (2005). 
However this finding contrasts with the findings by Schuler et al. (1998) and Rahman (1999) who 
report increased household conflict due to access to loans through microfinance in Bangladesh 
where husbands sought to control funds provided to women. 
7.8 Mitigation of factors of exclusion 
 
Measures that might mitigate against exclusion from self-help group membership are both policy 
and practice oriented. These measures could be both behavioural and cultural. As noted in Table 
5.6 and Appendix M, collective action by self-help group members, in partnership with other 
community members, resulted in changes in behaviour and increased acceptance of non-self-help 
group members within the community. This acceptance resulted in increased capacity to work 
together on community projects and improvements in community wellbeing.  
 
Strategies that might be employed in mitigation of the exclusionary practices detected by this study 
are set out at length in Section 7.8. These include employing behavioral and cultural features of the 
community. Table 5.6 and Appendix M provide details of collective action undertaken by community 
members as a consequence of behavioral and cultural changes within individual communities. 
Policy and practice issues which donors, NGOs, BDOs and government agencies have control over 
will also mitigate against exclusion. These include better targeting by donors for MCP membership, 
NGO inclusion of collective action in the facilitation plans for community and self-help group 
management, re-appraisal of funding processes by donors to ensure inclusion of the poorest of the 
poor women in MCP, and changes to the selection policies of government and NGOs. 
 
Government policy administered by the BDO is potentially an important factor to mitigate against 
exclusion. However, Stiglitz (2011:233) has commented that “economic policies have to reflect the 
capacity of the state to implement them”. As noted in this study, government policy left the criteria 
setting to the implementing agency – the NGO. This devolution of responsibility resulted in a variety 
of pseudo-policies being adopted by the different NGOs. The lack of clear government and donor 
guidelines or policy regarding selection criteria for self-help group membership meant that decisions 
made, and ultimately enforced, by the facilitating NGOs were potentially inconsistent with the 
objective of poverty alleviation. According to Stiglitz (2011:234), [government] policies have 
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“contributed to greater instability, and a consequence of that instability is more poverty”.  In this 
study, donors including the GOI, created instability by failing to specify the exact criteria of who 
should or should not be entitled to become a member of a self-help group. This omission could be 
remedied by simply regulating selection criteria as part of the funding process. Since microfinance 
funding comes from the GOI, it is a reasonable expectation that the GOI would have an interest in 
ensuring that those most in need are targeted since this program objective is clearly set out by the 
Reserve Bank (RBI 2005, 2011).The quote below, however, highlights the government’s lack of 
involvement. 
SHG selection criteria are nothing to do with Government ... this is not a Government 
responsibility (BDO 2 interview, Oct 2010). 
 
In a special RBI (2011) report on microfinance in India, criticism of this aspect of self-help group 
and microfinance management is levelled at the RBI, NABARD, and MFIs. The lack of selection 
criteria and the lack of accountable key performance indicators reflect poorly on the social 
performance of MFIs and NGOs. Further, they do not derive maximum return for the GOI’s 
investment in programs supposedly established to target the poor. Donors also play an important 
role in ensuring that funds flow to the poorest without any bias or discrimination if their objectives 
are to target this section of the population (CGAP 2006; Datta 2004).  Donors can mandate their 
targets through a contractual requirement or through the setting of key performance indicators for 
the program enabling low-cost monitoring (Schreiner 2003) and independent evaluations of 
program at regular intervals (CGAP 2006). Key performance indicators for the NGO could include, 
for instance, measures of: outreach, client poverty level, loan repayment performance, financial 
sustainability and administrative efficiency of the NGO (Datta 2004). Another option is the re-
allocation of donor funding to other NGOs that do comply with their targeting policy, or the inclusion 
of clauses in their implementation agreements that penalise the NGO should the poorest not be 
included in self-help groups in accordance with agreed key performance indicators (CGAP 2006). 
Whilst donors, in addition to the GOI, note the need for self-sustaining programs, the impact of 
mission drift noted by Copestake (2007), Hulme (2000), and many others, is another factor that can 
be monitored to prevent exclusion.  
 
Unlike the poorest of the poor, richer people can afford to pay the higher interest rates that may 
result from mission drift. This can cause exclusion of the poorest (Ramakumar and Chevan 2003). 
Donors’ expectations should be clearly enunciated according to Datta (2004) to prevent the less 
poor from membership until the poorest are included in microfinance programs. In this study, it was 
reported, for example, that one group who were not classified by social workers as being among the 
poorest, accessed funds solely for the purpose of investing in gold for speculative gain (Social 
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worker 5, Oct 2010; SHG focus group 4, Oct 2010). Thus, the non-poor self-help group members in 
this research also used loans for discretionary investments.   
 
BDOs (BDOs 1, 2 and 4, Oct 2010) reported that the GOI, though NABARD (the GOI agency 
responsible for the development and regulation of the microfinance sector) was active in funding 
self-help groups through NGOs and MFIs. However, NABARD is also the regulator for the 
microfinance industry through the provision of The Micro Finance (Development and Regulation) 
Act.  In addition, NABARD is a participant in that the organisation finances the sector with GOI 
funding support. Other participants in this sector could justifiably point to a conflict of interest within 
NABARD because of its regulatory and funding responsibilities (RBI 2011; Srinivasan and 
Srinivasan 2011). A solution to this potential conflict is to vest regulatory responsibilities in the RBI 
and have NABARD focus solely on the role of self-help group funding (RBI 2011) with NGOs 
undertaking the facilitating role. According to Khandker (1998:155), “NGOs are better at reaching 
the poor for on-lending and mobilising savings in small amounts which banks find costly”, an 
observation endorsed by Srinivasan (2003). Therefore the policies being implemented by NGOs 
and MFIs need clarification to ensure that no conflict between policy and practice exists (RBI 2011). 
 
The NGO policy requiring that no woman should be a member of more than one self-help group has 
been noted by the RBI (2011) as desirable. Women have also noted the benefits of this as a 
criterion for self-help group membership. However, whilst viewed as a deliberate attempt to target 
as many poor women as possible and provide a strategy for poverty alleviation, this policy is seen 
by Srinivasan and Srinivasan (2011) as a denial of freedom of choice because it violates a 
fundamental right contained in the Indian Constitution. This is the right of people to join any 
association or group that is lawful. Further, Srinivasan and Srinivasan (2011) argue that this 
limitation reduces women’s choices, meaning that women who have more business acumen may 
not realise their full potential due to a lack of access to finance. Whilst it could be argued that this 
limitation is a deliberate strategy to assist people out of poverty, the policy needs legislative backing 
for practical enforcement by BDOs and NGOs. Such legislative backing will both prevent further 
(multiple) indebtedness and focus facilitation of NGOs on ensuring that women with business 
acumen can access sufficient funds to develop their businesses. If increased indebtedness were to 
result to the detriment of participants, this would defeat the purpose of the self-help group initiative 
as set out in Sections 3.4 and 4.3, unless increased levels of training and awareness were provided 
(McIntosh et al. 2005). 
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7.9 Summary 
 
This chapter discussed the findings set out in Chapters 5 and 6. Those findings revealed that 
microfinance program operations through self-help groups generated both economic and non-
economic benefits for members and also for the wider community. Additionally, exclusion of certain 
poor women from self-help group membership was prevalent, despite the plans of NGOs to target 
the poorest of the poor. Local conditions created an environment in which the NGO adopted a 
pragmatic selection approach, whilst in other areas a self-selection process resulted in the poorest 
being omitted from membership in addition to some women self-excluding or being excluded by 
their spouses.  
 
Empowerment of individual women and communities resulted from self-help group membership and 
collective action, demonstrating the growth of social and human capital resulting, for example, from 
NGO facilitation. Policy issues regarding the management of GOI/RBI microfinance programs by 
NABARD attracted criticism from NGO directors resulting in proposed legislative enhancements 
being considered by the GOI. 
 
Chapter Seven provided detailed responses to the main research question and the four research 
sub-questions set for this study. The responses to each of these questions set out the evidence 
derived from the data and findings of the study. The answers to questions one and two revealed the 
extent of loans made to the poorest of the poor women and also the benefits of microfinance 
programs to village women generally. The answers to questions three and four revealed the extent 
of exclusion practiced in the selection of women for self-help groups and then provided details of 
factors that led to this exclusion. The chapter also contained a detailed response to the main 
research question of this study and indicated that microfinance programs were effective in 
alleviating the poverty of the poorest of the poor rural women in Tamil Nadu, India, despite the 
presence of exclusionary practices.  
 
This chapter also described some of the potential avenues for the prevention of future exclusion. 
These avenues include policy changes, management changes by NGOs, the use of social and 
human capital initiatives, and greater awareness through specific and centralised GOI/RBI control 
of community development and poverty alleviation interventions. However, there are implications for 
theory, policy, and practical management of NGOs that stem from these factors mitigating 
exclusion. These implications are reviewed in the next chapter.  
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Chapter 8 Implications for theory, policy and practice 
8.1 Introduction 
 
This chapter firstly presents an overview of the study (Section 8.2). Section 8.3 details the 
implications for theory. Section 8.4 discusses the implications for policy and Section 8.5 details the 
implications for the practice of future microfinance programs as these will both enhance access to 
credit and loans regimes for the poorest and prevent exclusion of the poorest from such 
interventions. The chapter reports the implications for policy and practice because they provide 
policy makers with options for policy enhancement.  
8.2 Background to study 
 
This study examined the experiences of people including the poorest of the poor women, and 
others excluded from self-help groups that operate as part of microfinance programs in villages in 
Tamil Nadu, India. While the concepts of exclusion, social capital and poverty have been the 
subject of extensive scholarly research in recent years, few studies have drawn the three concepts 
together using Sen’s capability approach within microfinance76 programs. In view of the limited 
literature noting the connection between the four elements (exclusion, poverty, social capital and 
microfinance), there was a need to examine potential connections and understand the aspects of 
any interconnectedness or interrelationships, including implications for communities. Generally 
those studies that have addressed poverty and microfinance have done so mainly with an economic 
focus and have not included the sociological aspects of social capital and exclusion. This study 
examined the self-help group selection process and the results of that process. It was noted that 
few studies have been undertaken using this approach. The fundamental question addressed in this 
research was "How effective are microfinance programs in alleviating poverty amongst the poorest 
of the poor rural women in Tamil Nadu State, India“? This question was addressed through a review 
of the practical issues associated with membership of microfinance program self-help groups by 
women living in remote rural villages in Tamil Nadu. A review of the limited literature on exclusion 
and poverty was undertaken and their interrelationships with social capital were examined (Section 
                                                     
76 Social capital, poverty and exclusion have been explored in a limited number of microfinance studies by other 
scholars and development practitioners. These include Janssens (2010), Kabeer (2005); Sanyal (2009) and Woolcock 
(1999). 
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2.5). The purpose of this examination was to identify how involvement and participation (or non-
participation) of women in microfinance arose.  
 
Table 8.1 sets out the implications of findings in respect of the main research question and the four 
research sub-questions. This table is provided as a summary and as an introduction to the theory, 
policy and practice implications.  
 
Table 8.1 Implications of findings of research questions 
Research 
question No. 
Implications for theory Implications for policy Implications for practice Implications for 
conceptual framework 
Effectiveness of 
MCP 
 CA opportunity was 
presented. However, 
exclusion in process 
prevented wider 
membership of MCP. 
 Findings draw 
attention to  limitation 
in process of CA 
 NGOs will target wider 
community.  
 NGOs reconsider use of 
caste as selection criterion 
 Donors contract with 
NGOs using KPIs of 50% 
PoP for SHG membership  
 MCP more accessible 
 MCP through SHGs 
affects wider 
community through 
collective action  
 Growth of social and 
human capital  
 Improved wellbeing of 
wider community 
 Conceptual framework 
was enhanced by 
findings relating to 
social and human 
capital growth, and 
observed process. 
1.Loans granted 
to poorest of the 
poor women 
 CA opportunity and 
process exist for 
training and access to 
credit 
 Poorest granted access in 
accordance with mission 
of NGOs 
 Targeting of poorest 
needs NGO focus on 
training 
 Exclusion identified  
 NGO facilitation needs 
broader focus on 
community 
2. Benefits of 
MCP for     
village women 
 Growth of human and 
social capital  
 More capabilities and 
functionings enjoyed 
by wider community 
 MCP more accessible by 
wider community due to 
increased awareness of 
SHG process 
 Benefits flowed to 
women, households 
and wider community 
from involvement in 
collective action  
 Enhanced human 
capital recognised as 
major outcome and 
added to framework 
3.Does exclusion 
exist? 
 Human and social 
capital enhanced 
 Capabilities enhanced 
and processes clarified 
 BDOs, EPLs and NGO 
directors claimed 
exclusion did not exist 
 Three forms of 
exclusion existed: self, 
group and NGO 
exclusion 
 Conceptual framework 
was accurate and 
highlighted exclusion 
4. Factors that 
prevent exclusion 
in future 
 Human capital 
enhanced capabilities 
of individuals and 
community 
  Functionings process 
simplified through 
growth of human 
capital 
 BDOs, EPLs, and NGOs 
are likely to change SHG 
selection process to be 
more inclusive 
 NGOs facilitate wider 
community 
involvement for 
collective action to 
generate inclusion for 
SHGs 
 Conceptual framework 
identified factors in 
society that influence  
exclusion 
 
8.3 Implications relating to theory 
The central focus of this study was to understand the effectiveness of MCP, implemented through 
the self-help group process of savings and loans, and to assess whether or not that effectiveness 
might be compromised by forms of exclusion preventing the poorest of the poor women from joining 
or participating in self-help groups. Numerous scholars in the period 1995 to 2011 reported that 
microfinance was not serving the financial needs of the poorest in a wide variety of developing 
countries (Gaiha 2006; Ghate 2008; Hulme and Mosley 1996; Joshi 2006; Mayoux 1995; Yunus 
2007). Studies have mainly focussed on the breadth of microfinance penetration, and also on the 
economic impact derived from providing access to loans and savings facilities (Cull and Scott 2011; 
Hishigsuren 2007; Hulme 2000; Joshi 2006). The proposed conceptual framework (Figure 2.1) 
reflected this approach to microfinance and self-help group establishment and operation. Limited 
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consideration had previously been given to developing an inclusive framework, thus enabling 
exclusionary practices to flourish (Hulme 2009; Silver 2007). However, this research explored social 
capital as an element of Sen’s CA in the conceptual framework, consistent in part with the 
approaches employed by Garikipati (2008), Janssens (2010), and Sanyal (2009). The findings 
highlighted both the initial presence and growth of social and human capital for the enhanced 
wellbeing and social development of the sample communities. A revised conceptual framework 
(Figure 8.1) based on the findings of this study highlights and amplifies both opportunity and 
observed process aspects of the capability approach consistent with Sen (1999, 2000). 
 
Section 2.2.1 discussed the breadth and conceptual foundations of various definitions of poverty. 
Whilst poverty was found to be a “contested concept” (Adcock 2006:4), for this research Sen’s 
theoretical definition of poverty as capability deprivation (Sen and Dreze 2002:36) was adopted. For 
Sen’s capability approach to be effective, it needs to employ two elements: opportunities and 
process (Sen 1993, 1999, 2000). Robeyns (2005) and Lebmann (2011) argue that the process 
element is under-examined (See section 2.2.1). Indeed Sen (1999, 2002, 2004) reports that the 
process element has limitations related to fairness, justice, and equity. Whilst freedom gives 
opportunity to achieve, the process to gain the ability to achieve and thus create the freedom to 
exercise the functionings varies with both the individual and the environment (Sen 2004). According 
to Sen, capabilities and freedom need to be “supplemented by consideration of fair processes and 
the lack of the violation of the individual’s right to invoke and utilise them” (Sen 2002:338) and is 
dependent on the level of education and available human capital (Krishna 2010; Sen 2004; Stiglitz 
2011). This research made observations regarding the process of participation being used by 
village women to enhance their wealth and wellbeing. 
 
The capability approach is dependent upon the efficiency and effectiveness of the process to 
enable human capital to translate into actions or activities through participation (agency) since 
knowledge and skills will not in themselves enable capability (Sen 2002). Without enhanced 
capability, poverty, according to Sen (2000) will not diminish. In this research the process for self-
help group membership selection was restricted because of three different but related exclusionary 
practices. Self-exclusion, NGO exclusion and peer and spousal exclusion prevented village women 
from joining self-help groups. However, social capital in the form of enhanced trust and networks, 
and enhanced human capital in the form of skill sharing and community activity involvement, 
enabled these women to further their opportunity for future group membership. Whilst capability 
was approached from a group perspective in that groups (the self-help groups and community in 
activities), interacted together to bond, build trust, network and undertake collective activities, the 
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process for each woman was determined individually. This was because they, as individuals, had 
different family, caste, skills, educational, marital, network and/or program awareness experiences 
which determined the level of their potential involvement.  
 
Thus the process of CA is limited by external factors such as the individual’s preferences which 
obviously Sen (2002) could not fully consider for each environment. When attempts were made to 
alleviate poverty through MCP, as in the case of this research, the process of correcting the 
“violation of rights and freedoms“ (Sen 2002:635) worked both to the advantage and disadvantage 
of women in the sample villages. The disadvantage was that all women were not included in the 
self-help group. This disadvantage was negated, however, when skills were shared and knowledge 
enhanced during the process of self-help group formation and operation, and this then benefitted 
the non-members during community action involvement. The opportunity to advance human capital 
was clearly present since there were numerous measures whereby the capability sets of women 
(individually or collectively) were enhanced in both the self-help group and community 
environments. However, the process was not clearly discernible except through observations made 
and recounted by participants in this study because the process according to Sen “is governed by 
the preferences of people” (2002:626). This process is set out in Figure 8.1. 
 
Figure 8.1 Revised conceptual framework incorporating findings 
 
 
Thus the process operates within both individual and collective action frameworks. In this research 
the CA is a successful tool because of the process involved – a process which is built upon the 
growth of social and human capital and which was then translated into community action, having 
created both opportunity and process for poverty alleviation engagement.  
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The provision of opportunities to broaden the capability set of both individuals and groups of 
women, and hence communities, included a process that ensured that women were free to 
participate and engage with neighbours and members of the wider community in developing their 
skills and alleviating poverty. The processes observed in this research revealed the depth of 
inequality and injustice felt by some members of the community. However, the development 
intervention, establishing self-help groups, which resulted in reductions in conflict and spill-over of 
skills and trust through growth of social capital, ensured freedoms not previously experienced by 
village women. These included electoral representation, banking, negotiations with government 
officials, and greater voice in community activities and plans. As Fukuda-Parr reports, these 
changes certainly enlarged “the freedoms people have to lead valuable and flourishing lives” 
(2011:123). 
 
This finding reveals a simultaneous ‘top-down’ and a ‘bottom-up’ approach to community 
participation (Chambers 1983, 2007) and community development, and was based on a 
progressive methodology rarely implemented in previous microfinance studies. By seeking data 
from multiple sources and by using different collection methods appropriate to those data sources in 
a variety of village settings, the research developed a broader view of the environment and the 
interrelationships involved in the selection and poverty alleviation process. Hence rich data provided 
the basis for richer comparisons, revealing insights that were not anticipated (Denzin 1989; Denzin 
and Lincoln 2005) such as the spill-over effect, the use of trust both before and after self-help group 
formation, and the reduction of conflict in the community.  
8.3.1 Building financial, social and human capital  
 
Another significant finding relates to the practical outcomes of self-help groups. These outcomes 
produced both economic and non-economic benefits (see Table 7.3) as a result of self-help group 
activity. This finding is consistent with studies by Garikipati (2008), Janssens (2010), Khan (2009), 
Sanyal (2009) and Tesoriero (2005). Financial benefits were of a personal or household nature, 
whilst non-economic benefits were of a psychological and social nature such as improved self-
esteem, confidence and empowerment. Additionally, non-economic benefits included collective or 
community benefits such as the provision of new toilets, bus services, road improvements, water 
and electricity access, conflict reduction and elected community representation of self-help group 
members. The collective actions resulted from enhanced social and human capital which Putnam 
refers to as “features of social organisation, such as trust, norms and networks that can improve the 
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efficiency of society by facilitating coordinated actions” (1993:67). The collective actions identified in 
this study benefitted the whole community, including those who had previously been excluded from 
membership of self-help groups. The finding that microfinance programs generate social and 
human capital to facilitate community development through participation is an important advance 
that demonstrates how a broader application of inclusion can be achieved. 
 
Attempts to reduce barriers to inclusion through growth of social and human capital take place 
within a political context. According to Somers (2005:13), apart from the “dark side of social capital 
that exists”, market societies rest on three fundamental foundations: the state and its legal 
framework; local organisations with their associated rules such as the powers of inclusion and 
exclusion; and access to economic resources, such as credit. This foundation places politics and 
power in a central position in explaining how social capital develops and is utilised throughout 
society as a relational and economic input to community wellbeing. This research identified 
avenues whereby value was added to the community’s economic resources and also to 
relationships through networks, trust, and inclusive association in the community. In addition, and 
contrary to Somers’ (2005:17) assertion that relational networks have become merely “mechanisms 
of social belonging”, the enhanced political power and economic advances enjoyed by the self-help 
group members reported in this research provide small examples of the political, social and 
economic structures working together to improve the wellbeing of small communities in the broader 
society. Granovetter notes that “continuing economic ties among group members generate trust 
that encourages cooperation to address social problems” (1985:490).   
 
The involvement of women who were excluded from self-help groups in collective action and 
community development activity adds another dimension to the understanding of inclusion and 
capability development. Based on this small sample in Tamil Nadu, this practical finding indicates 
that the impact of microfinance through self-help groups, which instigated the collective action in the 
community, potentially has more to do with reducing vulnerability through participation than with 
increasing income. The reduction of vulnerability and the enhancement of social and human capital 
reflects the diverse impact(s) of microfinance programs throughout the community. It also signals a 
sharing or inclusive environment where members used a community process to share their skills, 
networks, associations and influence, and is an advance on the conceptual framework presented in 
Figure 2.1. The broader impacts of microfinance which arise from these community-based initiatives 
provide further opportunities for NGOs and government agencies to consider additional options for 
ensuring a ‘spill-over’ of impact within communities where self-help groups are formed. The ‘spill-
over’ was created because a wider range of women have become change agents within their own 
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communities through a transformation (Tesoriero 2005), firstly of themselves through membership 
of a NGO facilitated self-help group. They then contribute to the transformation of community 
assets, including wellbeing, through collective action and the inclusive participation of women from 
the wider community (Nawaz 2010). The transformation process also addresses one important 
component of poverty – capability poverty (Tesoriero 2005). In this research social capital became 
the ‘currency’ for transformation and inclusion, thus enhancing Sen’s (2000) capability approach. 
The transition of capability and the creation of both freedom and choice for women originated from 
the initial facilitation of self-help group members by NGOs. 
 
According to Sen “development can be seen ... as a process of expanding the real freedoms that 
people enjoy” (1999:1). Those freedoms and enhanced capacity come about through “public 
reasoning and democratic process” (Sen 2002:78): a group based phenomenon. Similarly, the use 
of the self-help group to arouse community interest and support for collective action provides the 
opportunity and process for increased collective capabilities through the use of individual 
capabilities (Ibrahim 2006; Sen 2002). Accordingly, and in view of the ‘spill-over’ findings of this 
research, it is argued that individual capability enhancement derived from participation in collective 
community action is both a positive outcome and a desirable strategy to promote social inclusion 
(Heyer et al. 2002; Ibrahim 2006; Ito 2011; Janssens 2010; Thorpe et al. 2005).  
 
Inclusive participation or social interaction forms the basis of social trust (Uslaner 2002). Another 
core element of civic engagement is tolerance (Fukuyama 1995), a component of trust. For the 
poorest who were excluded from self-help groups, wider involvement in collective actions facilitated 
opportunities for growth of social trust, thus reducing village conflict and enhancing social and 
human capital – collateral that the excluded women needed to gain acceptance as future self-help 
group participants and members of the community, especially since the chronic poor and 
marginalised have few networks and associations with others according to Kabeer (2005). This 
research found that women derived power from having networked both within the self-help group 
and with other village women during the course of their collective activities.  
 
This finding of ‘spill-over’ effects from a microfinance program (through social and human capital 
growth) has not been previously documented and is the most significant finding arising from this 
study advancing the proposed conceptual framework (Knowles, Luke and Barraket 2013). The spill-
over finding enables social capital to be viewed from two complementary perspectives: as a policy 
resource which informs and influences future policy development and enhances the implementation 
of those policies, and as a resource developed from a process initiated by the NGO. The GOI and 
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NGOs should consider embedding such changes in order to achieve more effective poverty 
alleviation outcomes. NGOs are engaged in a two-way process when using social capital formation 
as a policy resource. NGOs are not merely creating opportunity in which the CA might be enabled. 
NGOs are agencies of change in communities and of advocacy for those communities. In addition 
they undertake an implementation role in GOI programs. By filling the gap between the 
communities for whom they are advocates, and the GOI whose programs they implement, NGOs 
have firsthand knowledge of collective action achievements through social capital growth and use. 
Further, they have a wealth of data and experience to inform new and better policy development for 
poverty alleviation programs. 
 
As a consequence of the spill-over effect and the resultant improvement in community and 
individual wellbeing, a number of potential practice and policy implications become apparent as 
potential solutions. These could be promoted to make GOI and NGO poverty alleviation efforts 
more efficient and productive through use of microfinance. The policy implications are presented in 
Section 8.4. 
8.4 Implications relating to policy 
 
This examination of whether or not the poorest of the poor are excluded from self-help groups in 
microfinance programs presents opportunities for changes in both policy and practice of 
government agencies, donors, microfinance institutions and NGOs. For instance, government 
agencies have the opportunity to reassess the direction of public policy relating to poverty 
alleviation programs to ensure that they appropriately target the poor in accordance with GOI and 
Tamil Nadu Government policy directives to prevent exclusion (GOI 2011; Tamil Nadu Government 
2007). Previous GOI poverty alleviation programs (see Section 4.2 regarding IDRP, PMRY, 
TRYSEM and SGSY) failed to achieve their planned objectives to improve the productive and 
human capital of the poor (Kozel and Parker 1999; Planning Commission 1985, 2009; RBI 1999; 
Rath 1985; Sharma 1997). Policy interventions need to be more transparent, better targeted, 
designed and implemented. The previous GOI schemes failed to improve the social, human and 
physical capital of the poor because their growth impact was not broad-based and they were not 
adequately targeted at the poor. By contrast, microfinance programs, and self-help groups in 
particular, include women and enhance their social and human capital, with the spill-over effect 
promoting better health, education, and other collective actions creating social collateral. The 
effectiveness of microfinance programs in reducing poverty through reaching the poor is an 
important policy implementation issue. This merits wider evaluation because it is an important 
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concept and also because these findings suggest that there was a strong outcome in terms of 
poverty alleviation. Arguably, the spill-over effects are replicable in other villages in Tamil Nadu 
through specific NGO facilitation of social and human capital growth to promote collective action 
involving wider participation of women (and men) who may not be self-help group members. As 
noted by Khandker “NGOs are better placed to reach the poor and facilitate savings and loans 
schemes and to promote social and human capital growth” (1998:155).   
 
This research, however, highlighted the flaws in the processes NGOs use to select self-help group 
members by NGOs and this caused the poorest to be denied access to savings and loans facilities. 
Indeed as noted in this research NGOs sometimes resort to negligent or deceptive practices since 
on the one hand they report their support for the poorest of the poor and yet they target a higher 
level of poor for membership of self-help groups. Since the poorest are from lower castes and have 
more women-headed households in addition to having experienced less education, NGOs may find 
that servicing their needs are more costly and more demanding to achieve than those from a higher 
wealth group or higher caste with better education standards. Active targeting is needed to ensure 
that the very poor are reached and consequently included (Greeley 2006; Morduch 1998; Nawaz 
2010). Simple market research or routine needs assessment studies are useful support 
mechanisms that will provide NGOs with data to assist them to achieve their targeting objectives. In 
addition, ‘impact monitoring’ is a practical alternative to elaborate and costly impact studies, 
reducing NGO outlays and providing opportunities for the systematic and regular revision of 
management practices (Rutherford 2003). In addition, peer debt repayment monitoring by self-help 
group members also aids NGO management by improving the rate of loan recovery (Rankin 2002; 
Stiglitz 1993; Werner 2010), thus reducing NGO recovery costs and increasing the inclusiveness of 
self-help groups. 
 
Donors (both government and non-government organisations) also have the opportunity to re-
appraise their aid contributions and seek improved returns on their investments, especially in times 
of fiscal constraint, potential economic downturn and political instability and uncertainty. Donors 
may reconsider and realign their support for microfinance institutions and NGOs whose policy and 
practices target the poorest of the poor. If this were to be the case donors need also to have an 
active performance appraisal process to ensure that what NGOs state in their annual reports is 
practised in the field. The threat of realignment may influence microfinance institutions and NGOs to 
better monitor and evaluate their social performance, and improve their management and mission 
transparency resulting in an improved and consistent social mission of the organisation for the long-
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term benefit of vulnerable clients. It is also reasonable to expect that by adding to the existing 
literature on microfinance, this study will generate additional interest in the research question, 
resulting in closer examination of the experiences of the poorest of the poor. In addition to these 
theoretical and policy implications, there are practice implications that result from this study and 
these are considered in the following section. 
8.5 Implications for program implementation practice 
 
Reversing or countering the factors reported as exclusionary in Chapter 7 is potentially achievable 
through a variety of measures. NGOs could easily ensure that they have clearly documented self-
help group selection and management policies that have the prior endorsement of their donors. The 
process of documenting self-help group membership selection policy would also enable NGO staff 
to reflect on their past activity and social performance achievements. This reflection would hopefully 
entail an evaluation of the organisations’ future direction and mission. Additionally, changes to 
selection criteria, increased awareness for both women and their spouses of the benefits of self-
help group participation, reduced caste discrimination, and reduced domination by the richer and 
better educated members, would require some form of education or awareness creation by trained 
NGO facilitators. 
 
Section 7.5 identified factors of exclusion which often caused women to exclude themselves from 
joining self-help groups at the formative stages. Addressing these factors, by awareness creation, 
increased village collaboration, or partnership encouragement through positive self-help group 
examples and BDO/EPL/NGO facilitation, will empower these women to take advantage of the 
opportunity to join new self-help groups. These potential changes will likely further enhance both 
human and social capital, firstly of self-help group members and then, more widely in the 
community. One such opportunity presents itself in the form of the MGNREG program for the poor 
to be employed, develop confidence and awareness, and become involved (participate) in 
community infrastructure programs. The program already exists and operates to uplift the poor, and 
could be used as a model through government policy refinement by setting selection and 
membership criteria as mandatory requirements for NGOs that receive sponsorship funding from 
GOI agencies. This approach will negate exclusionary factors and ensure that in the future the 
poorest are given access to self-help group membership. 
 
Lending to the very poor is more costly than lending to the non-poor because of the lower 
education, health, housing and skill and asset base (Aniket 2005; Greeley 2006; Morduch 2000). 
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Accordingly, within communities where self-help groups exist, or are planned in the future, NGOs 
should institute a deliberate strategy to use the ‘spill-over’ impacts of microfinance as a targeted 
strategy to broaden NGO outreach. The plan to utilise collective action would encourage inclusive 
participation of women unable or unwilling to join a self-help group, potentially reducing conflict and 
vulnerability and increasing inclusion (Desai and Joshi 2013; Nawaz 2010; Osmani 2007; Tesoriero 
2005). Consistent with this strategic approach, the International Labour Organisation (ILO) has 
previously suggested a series of potential remedies to prevent exclusion (Grinspun 1997) including 
the removal of discriminatory practices based on race or gender, an upgrade of education skills, a 
redistribution of basic assets, and a nurturing of self-worth and self-esteem among vulnerable and 
excluded groups. The ILO also advocates the building of institutions for community development 
with improved and transparent governance processes (Grinspun 1997). Targeting the excluded for 
support as well as training NGOs in laws, regulations, lobbying and advocacy were also 
recommended (Rao 1997). The findings of this study amplify the ILO research initiatives (Anand 
1998) by establishing that NGO facilitation processes and villages are suitable environments in 
which to apply ILO strategies that promote inclusiveness. 
 
The proposed mandatory selection criteria could be used by NGOs to enhance the depth and 
breadth of their outreach. Another avenue for enhancing the depth and breadth of NGO outreach 
lies in the development of a ‘social capital fund’ for use in growing collective action. Advocated by 
the RBI in its 2011 report, this initiative could reinforce the already existing strong growth and 
investment of social capital in communities through NGO-facilitated self-help groups. The proposal 
involves “inviting social investors who are willing to accept ‘muted’ returns of 10% to 12%” (RBI 
2011:34). Muted returns are returns that are lower than what might be possible in another market. 
These investments will then be passed on to MFIs and NGOs which satisfy strong social 
performance criteria that are to be set out by the fund and evaluated and measured according to 
international standards (RBI 2011).  
 8.6 Summary 
 
Chapter Eight provides a review of the implications that flowed from the findings of this study. The 
chapter firstly presented a background of the study and then discussed the implications for theory, 
policy and practice of microfinance implementation. A revised theoretical framework was presented. 
This resulted from revised processes highlighted by the findings of the study and it included 
observations of Sen’s process of CA being used to enhance opportunity and thus reduce poverty. 
Policy and practice implications focused on government, donor and NGO changes including 
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mandatory selection and facilitation processes within community for microfinance program 
implementation. A range of measures, including use of the ‘spill-over’ effects of self-help groups’ 
social capital growth and targeting of excluded groups were suggested as practical measures for 
NGO facilitation. Chapter Nine provides a conclusion to this thesis. 
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Chapter 9 Conclusion 
 9.1. Overview of this study 
 
Whilst government and donor policy claimed to target the poorest of the poor to provide them with 
access to financial services through poverty alleviation interventions (Hulme and Mosley 1996; 
Kamal 1999; Matin and Hulme 2003; RBI 2005; Yunus 1999, 2003), this was not the general 
practice.  Despite endorsement of microfinance by development and humanitarian donors including 
the World Bank, ABD and others, most of the poorest of the poor remained in a poverty trap (ADB 
2002; CGAP 1997; Remenyi 1999, 2000; World Bank 2002), and their exclusion remained under-
investigated. In this research very few participants in the self-help groups examined were poorest of 
the poor. As such, those unable or unwilling to participate in poverty alleviation initiatives such as 
self-help groups, most likely remained poor. This poverty trap denies them the opportunity to 
develop financial or social capital and has been exacerbated with the advent of commercial 
investors entering the market and providing financial services. Such services are often made 
available through NGOs and MFIs and cause a drift in mission from the poorest to the non-poor 
(Copestake 2007; Hishigsuren 2007). 
 
An examination of the literature on poverty, exclusion, social capital and microfinance led to the 
development of a conceptual framework which was further examined using data secured from five 
main sources connecting the policy and practice of microfinance program implementation. Those 
five data sources included BDOs, EPLs, NGO directors, self-help group members and non-
members. BDOs, EPLs and NGOs play important roles in setting policies for the management of 
self-help groups as part of the poverty alleviation programs of the GOI (GOI 2011; RBI 2011). Past 
studies of the impact of microfinance through self-help groups and other collective mechanisms 
have predominantly focussed on the economic benefits to the individual or the group (CGAP 2003, 
2006; Cull and Scott 2011; Hermes and Lensink 2011; Hulme and Mosley 1996; Swain and 
Varghese 2009).  This study, however, examined the effectiveness of microfinance. It also 
examined whether exclusion was present, and if so, how that exclusion came to be. In addition, the 
study examined how the growth of social capital was used to enhance capabilities and improve the 
wellbeing of self-help group members and members of the wider community.  
 
Prior to examining the practice of self-help group selection and operation, a review of the relevant 
GOI and NABARD poverty alleviation support mechanisms was undertaken (see Sections 3.3 and 
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3.4) to explore and understand the contextual issues relevant to the operating and administrative 
environment in which BDOs and EPLs worked. This environment had a significant influence on the 
NGO directors’ approaches to self-help group facilitation. The review also provided a foundation for 
establishing appropriate participant interview and questionnaire instruments by highlighting previous 
useful household survey approaches undertaken by the GOI and NABARD. 
 
The sequence, level and range of participants allowed the researcher to ‘drill down’ through the 
policy and administrative processes to the practices experienced by the village women, including 
both members and non-members of self-help groups. This approach enabled the data to be 
assembled for analysis in the same sequence as the relevant research questions set out in Section 
1.4.1. Further, various secondary data (historical and contemporary textual data from websites of 
NGOs, government agencies, media reports, and NGO annual reports from 2008/9) were collected 
and analysed to further inform this research and provide the opportunity for cross-checking. 
 
The participatory methodology provided the opportunity for women’s lived realities to be explored, 
discussed and documented. Their realities were reflected in the variety of practical issues, 
experiences, feelings, concerns, engagements and activities that they detailed. This participatory 
process enabled the previously personal and community accounts of events and experiences to be 
more widely shared and potentially used as a learning opportunity for enhancement of theory, policy 
and practice of microfinance implementation. Examples included the change in attitude of spouses 
regarding self-help group membership and the reduction in village conflict due to self-help group 
collaboration by women. A small number of limitations affected the study however, and these are 
detailed in the next section. 
9.2 Limitations of the study 
 
The findings provide valuable insights into the experiences of the participants who were 
interviewed.  The findings may also be considered insightful for the poorest of the poor women 
assisted by MCP, but there is no attempt to suggest that a case for generalisation to the broader 
rural Indian population can be made. Male self-help groups were not included in the study. Further, 
as this study is limited to Tamil Nadu, India, and so it has limited applicability to a wider India 
context, but not necessarily to other developing countries since country context and environment 
are important considerations (Hermes and Lensink 2011).  
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While this study also provides a detailed examination of the selection processes employed by six 
NGOs in Tamil Nadu, other systems or processes used by these NGOs in the same or other Indian 
States were beyond the scope of this research (Krishna 2006). In addition, processes used by 
microfinance institutions and their interrelationships with central and state government agencies 
were also outside the remit of this research since different microfinance institutions have different 
funding conditions and sometimes different staffing arrangements with government agencies and 
NGOs. Implications and generalisations that might flow from this research thus have only indirect 
implications for microfinance institutions.  
 
Several factors need to be taken into account before the findings are generalised to the wider 
Indian population. These include geographic location, volume of data, time limitations, constraints of 
language and culture, and the level of confidence that can be attributed to the data involving the 
voices of the participants. This research is limited by the volume of data resulting from the limited 
participant numbers.  Further, it is important to note that this research presents a ‘snapshot’ of the 
circumstances of the participants, organisations and individuals at one point in time. 
 
The volume of the data collection proved to be less extensive than initially planned.  BDO records 
did not provide data that was anticipated. The high turnover of people through the position of BDO, 
and erroneous initial indications from BDOs that this data would be available and forthcoming, 
placed a limitation on the value of this data source. From the researcher’s observations it appeared 
that the BDOs were ill-equipped to extract and provide the data since in the main it was contained 
in manually managed systems. Additionally, BDOs, in view of their short tenure in the positions and 
because of their likely move to other positions in the administration in the foreseeable future, did not 
seem fully cognisant of the impact and relevance of the requested data. 
 
Another limitation centres on MFI and NGO staff, and also SHG members who can sometimes be 
sensitive about their internal documents and records.  In the collection of data, it was necessary to 
cross-verify information as much as possible in view of the "public and hidden transcripts" or 
interpretations of the same data (Rahman 1999:68-69). The observations by social workers during 
the interview process were useful in determining likely topics that required clarification. The 
provision of normative answers by participants in this research was another limitation encountered 
as a result of the methodology selected. There was a tendency for BDO and EPLs to provide 
answers that made the issue look more ‘rosy’ than perhaps it should have. The selection of NGO 
and self-help groups by a non-random and purposive methodology meant that model NGOs and 
self-help groups were included in the research sample and this may have skewed the data to 
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appear more impressive than it was. This is at times countered by the use of literature which 
provided contrasting views. 
 
In qualitative research one recurring limitation concerns the recording of data supplied by 
participants. In this research, interviews of local village people were undertaken by the locally 
engaged social workers as detailed in Sections 5.7.2 and 5.8.2. Recordings were made of the 
group discussions and notes were also kept of significant issues raised by the participants. Often, 
because of the numbers of women attempting to participate in the discussion, individual voices 
were not always clear. This resulted in the recording being indecipherable at times and the social 
workers, who worked in pairs for these discussions, resorted to their own notes, observations and 
excerpts of taped conversation to formulate reports of each meeting. Field notes were also 
compared and analysed. As such, measures were taken to negate these limitations. 
9.3 Significant findings 
 
This study examined the effectiveness of microfinance programs to alleviate poverty among the 
poorest of the poor rural women in Tamil Nadu, India. Any exclusion of the poorest of the poor from 
participation in selected self-help groups therefore reduced that effectiveness. The growth and 
development of social and human capital within self-help groups and its subsequent spill-over into 
the community, through collaborative involvement in collective action by women, resulted in 
reduced exclusion. It also empowered women and created additional opportunities for association, 
networks and enhanced trust and social relations both in the self-help groups and in the wider 
community. This implies therefore that microfinance programs should consider themselves to be 
more expansive than merely a series of savings and loans groups and NGO facilitation should 
target the wider community as potential recipients of increased social and human capital and thus 
grow their capabilities (Desai and Joshi 2013). Enhanced trust in the community also had the effect 
of reducing conflict in villages. Lin (2001) expresses the view that social capital is an investment in 
social relations with expected returns. In this research the returns included a wide range of 
enhanced empowerment, skills and capabilities including a ‘voice’ for women and the community. 
 
This study found that, sometimes for pragmatic reasons, caste was used by NGOs as a criterion for 
selecting members of self-help groups. This was done to redress the previous discrimination 
against members of particular castes but it resulted in the exclusion of otherwise eligible women 
from membership. Self-exclusion was also practised in many villages, with eligible women deciding 
not to join for fear of their own inability to participate fully due to their age, poverty, and lack of 
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education, risk-averse nature, isolation, poor health, or religion. A lack of trust in microfinance 
programs and NGO management systems generated through previous bitter experiences with such 
groups also caused women to self-exclude. However, community participation in collective actions 
to improve wellbeing and village infrastructure provided avenues whereby the poorest, some of 
whom had excluded themselves form self-help groups, had the opportunity to develop their 
capabilities and become involved in associations and networks of fellow village workers, thus 
enhancing their social and human capital and establishing the effectiveness of MCP. Wider 
involvement through collective action in the village is a potential solution to exclusion since inclusion 
and participation facilitated development of collateral in the form of social capital and capabilities; 
commodities that are valuable when selecting members of future self-help groups. This finding 
regarding spill-over of non-financial benefits from self-help groups was a major contribution of this 
study and should be incorporated into the practice of NGO facilitation.  
 
Figure 9.1 sets out a summary of the study from the initial conceptual basis, through the 
applications of policy and practice to various stages in the implementation of microfinance 
programs. Suggested changes that would assist MCPs to be more inclusive and reported in this 
study are included to show that MCPs are effective poverty alleviation interventions both for self-
help group members and for the wider community.  
202 
 
 
 
Researchers and research organisations have agreed that exclusion is an important issue (e.g. 
World Bank, ILO, CGAP, Brookes World Poverty Institute, Chronic Poverty Research Centre, 
Manchester, The Institute of Development Studies, Brighton, and The Centre for Development 
Studies, Bath). Others including Nawaz (2011), Awortwi (2012), Hermes and Lensink (2011) and 
Woolcock (1998, 2004) have also signalled their interest in undertaking further research into 
exclusion from microfinance, especially through outlets such as the European Microfinance 
Research Conference. The need for further research in this field is also recognised in developing 
countries where researchers in India, Bangladesh (at the BRAC University for example), China and 
Africa note the need for a better understanding of this phenomenon. Additional potential research 
opportunities, complementary to this study, are listed below. 
9.4 Areas for further research 
This study explored the complex interrelationships between poverty, social capital, exclusion and 
microfinance. It drew on the experiences of both members and non-members of self-help groups. 
Change in NGO/BDO practice to focus 
on poorest for SHG membership and 
widen inclusiveness for community 
Trust 
Donor mandates inclusion of poorest 
by NGOs through targeted facilitation. 
GOI/RBI legislation enforces inclusive 
Bridging 
SHGs build social and human 
capital and undertake collective 
action in communities – developing 
capabilities of excluded - Collective 
action to alleviate poverty 
Inclusive environment created with 
association / networking achieved within 
communities 
NGOs / Women use self 
selection / self exclusion and 
selection by caste practices for 
SHG membership 
BDOs/EPLs neglect GOI/RBI 
selection policy for SHGs 
GOI/Donors initiate poverty 
alleviation programs using 
MFI/NGOs with policy to include 
poorest 
Existing practice Suggested changes to practice 
Figure 9.1 Summary of the study  
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This exploration focussed on Tamil Nadu, India. The findings support the observation by 
researchers that exclusion was present in the selection of self-help group members in rural Tamil 
Nadu. Consequently, it would be beneficial to undertake a similar research project in the two 
poorest states of India, Orissa and Bihar (with 57.2% and 54.4% of the populations BPL 
respectively (GOI 2011)) for comparison, especially if the research focussed on administrative 
districts where the SC/ST/OBC populations are dominant. In addition, the social and political risks 
associated with the failure to prevent exclusion are subjects of potential research interest. 
 
A number of other topics for supplementary research present themselves as a result of this study. 
These include extending the interview questions to gather more specific information regarding 
exclusion and the extent of social participation. An examination of other NGOs working in Tamil 
Nadu which compares their socio-economic impact on a larger scale presents as another research 
option. In addition, it would be possible to replicate this study in neighbouring countries (such as 
Pakistan, Sri Lanka, Nepal or Bangladesh) and thus enable a cross-country comparison of NGOs’ 
impacts on poverty, social exclusion and human development, noting the cultural differences. The 
opportunity to undertake a rural–urban comparison in selected areas of Tamil Nadu is also possible. 
The results from these studies could provide useful insights for NABARD and RBI for future poverty 
alleviation and microfinance program and policy development. A final research suggestion relates to 
village conflict, particularly the abuse of women who access funds from microfinance programs. 
This area of study has not been researched in-depth and was outside the main focus of this 
research.  
9.5 Concluding remarks 
 
This study was motivated by observations made by the researcher during many development 
program monitoring visits to India, particularly Tamil Nadu. These observations raised questions 
concerning the difference between the GOI policy and NGO practices employed in the field. Tamil 
Nadu State was selected for this study due to the researcher‘s previous observations of other 
microfinance programs in rural areas of the state, the large dalit caste population in the state and 
the remarkably high take-up rate of self-help group connection with the commercial banking sector 
due to the NABARD and RBI (2005) promoted SHG-Bank Linkage program (reported in Section 
4.3.1). These circumstances provided a fertile environment for addressing the question as to 
whether or not exclusion of the poorest of the poor from self-help groups was practised. The 
findings reveal that exclusion is prevalent and further that there is a need for GOI, RBI and 
NABARD policy to be reflected in self-help group member selection practices.  
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Much has been learned from this study, especially in the areas of social and human capital growth, 
pragmatic NGO selection processes, microfinance management, and self-help group member and 
community empowerment. There are still significant opportunities to further develop this 
understanding. Advances in this knowledge will enhance GOI, donor, NGO and community capacity 
to create more opportunities and processes for the poorest to participate in self-help groups and 
thus access microfinance services (Coleman 1990; Morduch 2000). Accessing microfinance 
through self-help group membership will enhance the social and human capital of the poorest in 
addition to enabling them to participate in empowerment activities and be exposed to the processes 
of social networking opportunities (Kabeer 2005). Such actions endorse microfinance interventions 
as a major entry point into communities for building capabilities (Ibrahim 2006; Janssens 2010; 
Morduch 2000). The development of capabilities, combined with NGO promotion of collective action 
in communities, aligns government and NGO program policy on inclusion with self-help group 
selection practices in the field, thus contributing to empowerment, association and, ultimately, 
poverty reduction.      
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Appendix B Basic facts on India 
 
Population data 
Variable Men Women 
Population 
Life expectancy 
Median Age 
School attendance 
expectancy 
 
Literacy % 
 
586.0 mil 
63 yrs 
26.9 yrs 
11 yrs 
 
82 
623.7 mil 
66 yrs 
25.6 yrs 
10 yrs 
 
65 
 
Basic facts on India 
 
Languages 
 Hindi 42% 
 Bengali 8% 
 Tamil 7% 
 Marathi 7% 
Religions    
 Hindu  80.5% 
 Muslim  13.4% 
 Christian  2.3% 
 Sikh  1.9% 
 
Education expenditure  3.2% GDP 
Health Expenditure 2.4% GDP (2009) 
Access to water - 88% improved areas and 12% unimproved areas. 
Access to sanitation – rural areas 21%  urban areas 54% 
GINI Coefficient of Income Distribution 34.6% (UNDP 2010) 
Human Development Index (HDI) Ranking in the World 122 (UNDP 2010) 
Gender Related Development Index  (GDI) 134 (2009)  114 (2007) (UNDP 
2009) 
Poverty Line – Rural Rs 446/mth/person (RBI 2011) 
                        Urban Rs 578/mth/person   
People below the poverty line (BPL) Rural 28.7% (IPC 2011) 
                                                         Urban 13.7% (IPC 2011) 
                                                         Average for India 21.9% (IPC 2011)     
Malnutrition rate  43 % (World Bank 2009) 
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Appendix C NGO profiles 
 
NGO A 
 
NGO A commenced operations in Tirunelveli, Tamil Nadu. It is “a registered development organisation working for the 
holistic development of women and children in the rural and remote areas of southern Tamil Nadu.” It hopes to build 
capacity towards collective self-reliance. During 2009 a wide variety of microcredit, health, environment, women’s 
development, and special programs including HIV, addiction, legal aid, and delinquency programs operated. NGO A is 
a member of the TNVHA and has close ties with a variety of government, community and overseas agencies and 
donors. In 2011 NGO A had over 14,000 clients and has been recognised in recent years by local and central 
government, and international organisations (World Bank and UN) for its achievements. 
 
Its future plans include development of a Women’s Resource and Education Centre and creation of a Women’s Bank 
from its SHG membership. NGO A has a full time staff of 47 and is managed by a Board of trustees. It is exempted from 
tax under section 12A of the Indian Income Tax Act. 
 
It is significant that in collaboration with other local NGOs, NGO A has conducted a social exclusion prevention 
program. 
 
 
 
NGO B 
This NGO commenced operations as a development organisation working for the “welfare of the socially and 
economically downtrodden people of Tirunelveli district”. NGO B is registered as a welfare agency under the Indian 
Trust Act and has a vision to mobilise people towards self-reliance by initiating capacity building and empowerment 
programs in rural communities to address development issues. NGO B is a member of the TNVHA. 
 
This NGO enjoys the support of seven donors and has firm partnerships with over 15 local government and local and 
international community agencies that play a role in the community development activities it implements. 
 
During 2009, NGO B was in contact with over 90,000 clients through its various health, education, HIV awareness, SHG 
and migration programs.  
 
Of particular interest for this NGO was the identification of the need for a Transit Intervention program at local railway 
stations. Travellers migrating to other Indian cities were made aware of the issues of HIV/AIDS, STI, health and 
employment through drama, platform theatre and local films. 
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NGO C 
 
This NGO commenced operations in order to provide education and crèche services to poorer communities in southern 
Tamil Nadu. The NGO expanded to include “socio-economic, cultural and political development”. Its current vision is to 
enhance the quality of life of the marginalised through community development and welfare programs. NGO C has a 
wide range of programs including income generating, SHGs, health, HIV, basic education, capacity building, and small 
business consultancy for commencing entrepreneurs. NGO C is a member of the TNVHA. 
 
NGO C is registered as a charity under the Societies Act 27/1957. It has a major partnership with a European donor 
who also provides training in small business and other capacity building programs. NGO C has strong linkages to local 
government and with local NGO networks. During 2009 over 10,000 clients took advantage of the services and training 
provided by this NGO. 
 
During 2009 this NGO conducted a significant program which generated awareness for over 2000 participants to the 
issue of social exclusion. 
 
 
 
 
NGO  D 
 
This NGO commenced in the Kanyakumari district following the closure of a government-sponsored literacy program 
through the Tamil Nadu Science Forum. An affiliate of the Forum launched NGO D from a small savings-based 
microcredit scheme. Since then NGO D has expanded to include literacy, health, economic empowerment, SHGs, small 
business, pension and insurance plans, water and sanitation provision, and consumer, human and legal rights for 
clients. NGO D is a member of the TNVHA and is registered as a society under the Societies Act. NGO D has a staff of 
40 full-time and 300 part-time village co-ordinators. It had over 400,000 clients during 2009-10 including 33,000 SHG 
members. 
 
NGO D has affiliations with government agencies and sources loan funds from SIDBI and government sources. It is 
self-reliant through internal fund and fee charges on SHGs, federations and training provision for government agencies. 
The work and achievements of NGO D have been documented and reported in various studies on Indian NGOs. 
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NGO E 
 
NGO E commenced as a community development organisation in Tamil Nadu. Its target communities include women, 
children, rural artisans, farmers, PLWHA, and fishing communities. Its mission is to be a link organisation “for the 
voiceless marginalised people” and thus “create a conducive environment for the socio-economic development of the 
people.”  NGO E has programs in 443 villages throughout 11 blocks of the district and employs 52 staff. It is registered 
under the Societies Act and is a member of the TNVHA. During 2009 NGO E had approximately 30,000 clients 
including 13,000 SHG members. It is managed by an external executive committee of nine. 
 
NGO E has developed close ties with government agencies and like-minded NGOs, and participates on a variety of 
educational and advisory committees in the district. NABARD and Habitat for Humanity International are major donors 
for programs which include micro-savings and loans, health and education promotion, small business creation, house 
building, tree planting, disaster management, HIV awareness and training, and NGO best practice promotion. 
 
NGO E claims that in the villages where it has programs, the domination of the moneylenders has reduced by up to 
95% by facilitation of over 220 small businesses and through NABARD lending. 
 
 
 
 
NGO F 
 
This NGO commenced in two districts of Tamil Nadu. Its objectives include promotion of health, nutrition, environment, 
education, and economic empowerment for “those who are down-trodden and needy.” Over 10,000 SHG members 
have commenced 4185 income generating programs on an individual or group basis. NGO E has also facilitated the 
commencement of community committees and CBOs to address local community issues.  
 
With a fulltime staff of 53, this NGO has developed partnerships with numerous government agencies and facilitated 
training for other NGOs and international donors on a fee for service basis. During 2009-10 NGO F had a client 
population of approximately 20,000 in addition to its support of 14 Village Health Committees.  
 
As part of its move towards self-sustaining management, NGO F has opened a commercial supermarket selling many 
of the items produced by its SHG members. 
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 Appendix D NGO/MFI Data collection instruments 
 
This instrument draws together information from NGOs on their policies, especially with 
respect to the poorest of the poor. Other policies may have relationships with the NGOs’ 
poorest of the poor policies. Administered by the researcher. 
 
Microfinance Institutions Policy Data 
 
Org 
No. 
Organisation Name Poorest of 
the poor 
Policy in 
place Y/N 77 
Environment 
Policy 
Y/N 78 
C D policy 
Y/N 79 
HIV/AIDS 
policy 
Y/N 80 
Interest rate 
policy Y/N 81 
1.        
2.        
3.        
4.        
5.        
6.        
7.        
8.        
             
                                                     
77 Policy for including poorest of the poor in MCP 
78 Environment Policy adopted 
79 Community Development policy adopted 
80 HIV/AIDS policy adopted 
81 Interest rate policy adopted  
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This document gathers together information from each of the NGOs to gain a picture of SHG 
size, activity, number of members who are BPL and poorest of the poor. Administered by 
researcher. 
 
MFI Statistics regarding breadth/ depth of program. 
 
Org 
No. 
Donor 
Affiliat
ion 
No. 
of 
SHG 
No. of 
women 
members 
No. of 
members 
who are 
poorest 
of the 
poor 
No. 
of 
loans 
% of  
loan 
repaid 
% of 
loan 
defaults 
No. of 
bank 
linkages 
No. of 
villages 
covered 
No. of 
members 
BPL 
1.            
2.            
3.            
4.            
5.            
6.            
7.            
8.            
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Interview Protocol 
This document seeks further information from directors of NGOs regarding their focus, 
target, mission, views of poorest of the poor and views of MF. Administered by the 
researcher during interviews with directors. 
 
This is designed for face to face interviews with directors of NGOs that implement programs for 
microfinance in Tamil Nadu, India. The objective of this interview is to obtain qualitative information 
on a NGO’s objectives, performance and role of microfinance. 
 
Name of institution: __________________________________________________________________________________________  
Type:  NGO  Microfinance Institution 
Date: __________________________________________ Place: _____________________________________________________  
 
A. The general aspect of microfinance 
1. In your opinion what are the main objectives of microfinance institutions?  
 Help the poor access financial services _________________________________________________________________  
 Achieve financial sustainability ________________________________________________________________________  
 Generate some profits ______________________________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
2. Does the relative importance of the objectives vary across agencies?  Yes  No 
If “yes”, what do you think are the factors that influence this variation?   
 Location (e.g., remote, rural, urban) ____________________________________________________________________  
 Age of Institutions (e.g., infancy, adolescent and maturity) __________________________________________________  
 Level of vulnerability (e.g., poverty incidence, density of financial services) _____________________________________  
 Preference of donor/government agencies ______________________________________________________________  
 Other ___________________________________________________________________________________________  
 
3. Do microfinance services help the poor improve their living conditions?  If so, how? 
 Generate more income______________________________________________________________________________  
 Smooth-out consumption for household or business _______________________________________________________  
 Accumulative savings more effectively__________________________________________________________________  
 Insure against unexpected adversity / shocks (e.g., crop failure, accidents) _____________________________________  
 Other ___________________________________________________________________________________________  
 
4. Do you think that microfinance through SHGs contributes to other development activities (e.g., 
agriculture health, clean water supply, roads, housing, toilets)? If yes, please explain. 
 ______________________________________________________________________________________________________  
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B. Selection of target areas and participants 
5. Do you have criteria for selecting areas and target groups to be supported through microfinance?  Yes  No 
If “no”, how do you decide which area and/or groups will be supported by a microfinance program? ________________________  
 ______________________________________________________________________________________________________  
 
If “yes”, what factors do you consider in funding microfinance?  (On a scale of 1-5 please rank the importance of 
each factor with 1 being nil, and 5 very important) 
 Poverty incidence in the area _________________________________________________________________________  
 Remoteness of the area _____________________________________________________________________________  
 Caste of local residents _____________________________________________________________________________  
 Availability and accessibility of financial services __________________________________________________________  
 Environment for small business _______________________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
  _____________________________________________________________________________________________________  
 
6. Where do you derive information to support the selection process? 
 Own survey / needs assessment 
 Official statistics 
 Information provided by local community members 
 Other (specify) ____________________________________________________________________________________  
  _____________________________________________________________________________________________________  
 
7. Do you have a list of target groups for future expansion of SHGs?  Yes  No  Not sure 
8. What is the timeframe for the provision of microfinance in the selected areas? 
 Within one year ___________________________________________________________________________________  
 In 1 – 3 years _____________________________________________________________________________________  
 In 4 – 5 years _____________________________________________________________________________________  
 In more than 5 years _______________________________________________________________________________  
 
9. What criteria do you use for selection of women to join a self-help group (SHG)? Tick if more than one. 
 Relatively sound financial position _____________________________________________________________________  
 Household BPL ___________________________________________________________________________________  
 Ability to participate ________________________________________________________________________________  
 Married with children _______________________________________________________________________________  
 Possession of ration card ____________________________________________________________________________  
 Election by others in village __________________________________________________________________________  
 Caste (SC/TC) ____________________________________________________________________________________  
 Without husband and has children _____________________________________________________________________  
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 Wife of prominent village man ________________________________________________________________________  
 No employment ___________________________________________________________________________________  
 Educated ________________________________________________________________________________________  
 Low education__________________________________________________________________ __________________  
 Other_____________________________________________________________________ ______________________  
 
 
C. Environment of microfinance in India 
        10. What do you think are the main advantages of MF operations in India? _____________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 
11. If there is some change in policy needed to improve the effectiveness of MF, which changes do you propose   
and why? ________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 
12. Other matters for discussion:  copies of policies relating to recruiting poorest women into SHGs. 
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
D. Understanding MF operations 
 
    This section aims to explore factors that may contribute to the understanding of microfinance operations. 
    13. What criteria determine the selection of SHG members? Which is the most important? 
 Categorised as a poor family _________________________________________________________________________  
 Recommended by peers in a group ____________________________________________________________________  
 Good financial history (e.g. no bad debt) ________________________________________________________________  
 Have production ability (e.g. land and labour) ____________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
    14. How many women BPL are there in SHGs of your MF institution? ___________________________________________________  
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 ________________________________________________________________________________________________________  
 
    15. Are there different types of loans (e.g., differences in size, length of loans)?  Yes  No 
Why / why not? ____________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
    16. What are the different loan categories in your portfolio? Size, Purpose and duration.          ________________________________  
 _______________________________________________________________________________________________________  
 _______________________________________________________________________________________________________  
    
    17. Is there a tendency to “roll over” loans to delay acknowledging bad debts?  Yes  No 
If “yes”, why how much, how often, and for how long on average? ____________________________________________________  
 ________________________________________________________________________________________________________  
 
    18. Is the “purpose of loan” mandatory to get loan funds?  Yes  No  Sometimes 
If “yes”, is loan use monitored?  Yes  No   
If “yes” how is it monitored? __________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 
if “yes” (to mandatory and monitored), what happens when loans are used for other purposes? 
 Cease loan immediately _____________________________________________________________________________  
 Reduce next loan __________________________________________________________________________________  
 Acceptable with some special reasons (emergencies, force majeure) _________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
    19. What are the main criteria needed in determining the lending interest rate? 
 Total cost of lending ________________________________________________________________________________  
 “Market” lending rate (e.g., commercial rate) _____________________________________________________________  
 Availability and continuation of subsidy from donor ________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
    20. Are savings accounts compulsory for obtaining a loan?  Yes  No  Sometimes 
    21. Are savings accounts considered a form of loan insurance?  Yes  No  Sometimes 
    22. Is loan size linked with amounts previously saved by clients?  Yes  No  Sometimes 
    23. Are there conditions linked to withdrawal of savings?  Yes  No  
If “yes”, what are the conditions? 
 Termination of membership __________________________________________________________________________  
 Emergency _______________________________________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
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    24. What sources are used to cover bad debts?  
 Lending interest rate________________________________________________________________________________  
 Transaction cost of the saving service 
 “Market” saving rate ________________________________________________________________________________  
 Proportion of saving to total asset 
 Other (specify) ____________________________________________________________________________________  
   25. Did the donor pay for the cost of any training?  Yes  No 
   26. Has training been provided post start-up?  Yes  No 
If “yes”, who pays for that? 
 Local government __________________________________________________________________________________  
 Contribution of members ____________________________________________________________________________  
 Training fund of the program _________________________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
   27. Has the efficiency of your MF program been evaluated?  Yes  No     
   28. How have the assessment criteria for efficiency and effectiveness been identified? 
 Directed by donors ___________________________________________________________________________________  
 Adapted from other MFIs or consultants __________________________________________________________________  
 Other (specify) ______________________________________________________________________________________  
 
   29. What are the main criteria that you think determine the efficiency of a MF program? 
 Cost per client ______________________________________________________________________________________  
 Subsidy per client ____________________________________________________________________________________  
 Return on Assets ____________________________________________________________________________________  
 Other (specify) ______________________________________________________________________________________  
 ________________________________________________________________________________________________________  
   30. Has the impact of your MF program been evaluated?   Yes  No 
   31. What criteria determine the impact of your MF program? Please explain.  
 Proportion of increased clients  _________________________________________________________________________  
 Proportion of clients with smoothed-out consumption ________________________________________________________  
 Proportion of poor clients who get out of poverty ____________________________________________________________  
 Proportion of the poor in the target group who are covered by the MF service _____________________________________  
 Other (specify) ______________________________________________________________________________________  
 ________________________________________________________________________________________________________  
     
 32. Do you think the efficiency and / or effectiveness of your program will determine future funding from donors?  
 Yes  No 
 33. Do you think results of impact evaluation were influenced by donor(s)?  Yes  No   Please explain ________________________   
  ____________________________________________________________________________________________________  
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 34. What do you think are the main factors that promote MF operations in Tamil Nadu? ______________________________________  
 _______________________________________________________________________________________________________  
 _______________________________________________________________________________________________________  
 35. What do you think are the main factors that hinder MF operations in Tamil Nadu? ________________________________________  
 _______________________________________________________________________________________________________  
 _______________________________________________________________________________________________________  
 36. Can you identify any institutional or legal problems, or weaknesses that, if solved, make implementation easier or        
make the existing MF program better? _____________________________________________________________________________  
 _________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 
 37. How do you identify women BPL who might want to join SHG? _______________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 38. How are members of a new SHG selected in a new area? __________________________________________________________  
 ________________________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
 39. Do you have written policies on the following? (Tick if yes) Please supply details 
 Interest rate setting for SHG / Federations_________________________________________________________________  
 Environment ________________________________________________________________________________________  
 HIV AIDS __________________________________________________________________________________________  
 Community development ______________________________________________________________________________  
 Selection of SHG members BPL ________________________________________________________________________  
 Other policies _______________________________________________________________________________________  
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 Appendix E BDO Interview document 
 
This form was completed by the Block Development Officers (BDOs) during semi-structured 
interviews. It seeks poverty-related and village data.  It was administered by the researcher. 
The purpose of this section is to obtain basic information about socio-economic conditions 
of the villages. 
 
Name: _________________________________________ Block: ____________________________________________________  
Date: __________________________________________ Village: ___________________________________________________  
Land Area  Education – literacy %  
Main Crops  Women  
Population                 households Men  
Women  Average income of households  
Men    
1. Is poverty alleviation one of the objectives in the development strategy of your community? 
 Yes  No 
If “Yes” what have you prioritised to help alleviate poverty in your community? 
 Health care _______________________________________________________________________________________  
 Education ________________________________________________________________________________________  
 Infrastructure (road, electricity, irrigation) ________________________________________________________________  
 Financial services (loans, saving, insurance) __________________________________________________  
 Production services (agriculture extension, job training, processing) __________________________________________  
 Others (specify) ___________________________________________________________________________________  
 
 What are the reasons for this ranking? _______________________________________________________________________  
 ______________________________________________________________________________________________________  
 
2. What are the main development projects operating in your community, funding agencies, major  
    activities and main results so far?         
Projects in community Funding agencies Major activities  Main results 
    
    
    
 
3. What types of financial services are available in your community for the poor? 
 Official commercial banks ___________________________________________________________________________  
 People’s Credit Funds ______________________________________________________________________________  
 Government specialised banks _______________________________________________________________________  
 NGO Microfinance movement (group-based, instalment payment) ____________________________________________  
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 Moneylenders _____________________________________________________________________________________  
 Others___________________________________________________________________________________________  
 
4. How important is MF in poverty alleviation in your community? Please explain. 
 ______________________________________________________________________________________________________  
5. Are there criteria to select clients in MF programs?   Yes          No 
If “yes”, what are the criteria and their relative importance? 
 Poor ____________________________________________________________________________________________  
 Women __________________________________________________________________________________________  
 Recommended by group members ____________________________________________________________________  
 Have production ability (e.g. land and labour) ____________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
6. Who is involved in the selection process and what are their roles? 
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
7. What are the main factors that promote microfinance operations in your community?   
 Support of local government _________________________________________________________________________  
 Availability of off-farm activities _______________________________________________________________________  
 Limited access to traditional finance services ____________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
8. What are the main factors that hinder microfinance operations in your community?  
 No legal framework ________________________________________________________________________________  
 Subsidised interest rates from government banks _________________________________________________________  
 Other (specify) ____________________________________________________________________________________  
 
9. What is the contribution of MF to poverty alleviation process in your community?  
 Smooth-out consumption ____________________________________________________________________________  
 Increase saving ___________________________________________________________________________________  
 Increase solidarity and empowerment __________________________________________________________________  
 Create jobs _______________________________________________________________________________________  
 Other ___________________________________________________________________________________________  
 
10. How significant do you consider the role of MF in poverty alleviation? 
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 Very significant  Significant  Little significant  Not significant    Please explain 
________________________________________________________________________________________ 
         
11. How many people in your community have been lifted APL by being a member of a SHG?    
      Please explain. 
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 
12. Do you think SHGs are effective in alleviating poverty? Please explain. 
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 
13. How many women live below the poverty line (BPL) in this Block? 
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
 
 14.  Do they all belong to SHGs? Please explain 
________________________________________________________________________________________ 
________________________________________________________________________________________ 
 15.  If they do not belong to SHGs, what do you think the reason might be for this? Please explain. 
________________________________________________________________________________________ 
________________________________________________________________________________________ 
 16.  How do women who are BPL survive?  
_______________________________________________________________________________________ 
  _____________________________________________________________________________________ 
      
  17. What do you think can be done to improve the efficiency of MF in your Block?   
 ______________________________________________________________________________________________________  
 ______________________________________________________________________________________________________  
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 Appendix F EPL discussion points 
 
This document provides a list of discussion points for use during the semi-structured 
interviews with the elected leaders of the panchayats which cover the villages where the 
SHGs operate. The purpose of this interview is to create an opportunity for involvement of 
the elected leaders and also to seek data which may or may not confirm the data obtained 
from other sources. 
 
Topics for discussion include but are not limited to: 
 
1. How this village was selected for the SHG 
2. The village leader’s involvement in the selection process for membership of the SHG 
3. The village leader’s opinion of the effectiveness of the SHG on households in the village with examples 
4. The village leader’s opinion of the other contributions (if any) of the SHG to the life of the village 
5. The benefits or otherwise of having the SHG in this village 
6. The village leader’s opinion of the growth / development of skills of SHG members, and / or that of household 
members 
7. A comparison of the economic growth of the village before and after the establishment of the SHG 
8. Any opinion on the cohesiveness of the village since the SHG has been established 
 
The discussion of these topics may lead to discussion of other issues that the village leader feels important in this 
context. 
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 Appendix G SHG Focus Group discussion points 
This instrument targets SHG members in a focus group discussion environment. The five 
listed discussion areas (detailed below) were moderated by the social worker with notes 
taken and conversations recorded for translation and correction of translation if necessary. 
 
Village Name_______________ Name of SHG _____________________ 
No. of Members ___________________ 
 
Group 1 Details of members of SHG 
 No. of women-headed households represented 
 Commencement date of SHG 
 Amount of savings of SHG since commencement 
 Amount of loans of SHG since commencement 
 Amount of loans taken currently 
 Day of the week when meeting held / time / duration 
 Do all members attend the meeting? 
 No. of SHG members who hold a welfare card 
 No. of SHG members who work 
 Average No of children of members 
 No. of SHG members who own their own business 
 
Group 2 Details of SHG operation and activity 
 Do members work together on community activities? Explain / Type of activities/ Examples 
 What is the best thing about this SHG?  Explain 
 How could you improve your SHG?  Explain 
 Do you work together in any business activities? Explain 
 What training do you receive as members of the SHG?  
 
Group 3 Details relating to trust, bonding and reciprocity within the SHG 
 Do members trust all other SHG members?   
 How would you describe the level of trust within the group? (e.g. high, medium, or low) 
 Have any of you performed a favour for other SHG members?  Explain details. Was that favour returned? 
 Do you think this SHG is friendly? Details? 
 Do you have any disagreements in your SHG meetings?  Details? 
 
Group 4 Details of impact of membership of SHG 
 How many members of this SHG were BPL when they joined? How many had been issued with welfare cards 
before they joined the SHG? 
 How many members are still BPL? Do they still have the welfare cards? 
 How many have more savings and property now? What is this? Explain. 
 
Group 5 Details of selection process in order to join SHG 
 How did you each get selected to become members of the SHG? Details 
 What did the selection process involve? Details. 
 What is the best thing that you have achieved from being a member of this SHG? Explain 
 Do any members experience conflict at home because they are members of the SHG? Explain. 
 What do other members do for any member who has conflict with her husband?  Explain 
 Did anyone get rejected from joining this SHG when it commenced? Explain. 
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 Appendix H SHG member interview document 
 
This instrument targets SHG members and was completed by social workers at SHG 
meetings. The questions were designed to examine the living conditions of client and non-
client households in order to identify the impacts and effectiveness of microfinance.  The 
questions assess the overall financial position of households in terms of income, physical 
assets, human assets, social assets, and financial assets.  It also explores possible factors 
that contribute to changes in individuals’ living conditions, including inclusion in SHGs.  
 
Village: _________________  Block: _______________District:  __________________State:  
Income Group:  Income Tax group Middle-Rs 6000 to 10000 Poor Rs 3000 to 6000  
 Extreme poor – below Rs3000 
Member of SHG:  Yes  No Date of Survey: ________________________   
 
I. General 
Name of Respondent: _________________________ Sex:  M  F Age: _________   
Caste belongs (Put tick) SC/ST/BC/MBC/OC 
Education: (A) Uneducated (B) up to 5th Std (C) 6-8th (D) 9-12 (E) graduation 
Occupation: ___________________________  Type of employment:  Full Time  Part time 
Head of Household_____________________________ 
Spouse name:_______  Age: _______  Education: ____________________  Occupation: _______________________  FT / PT 
Number of people in the family: _____________________________________  Number of people of working age: ________________  
No. of members of your family who participate in any organisations / associations82? _________________________________________   
 Church  School  Union  Trade Group  Women’s Union  Woman’s Association 
 
II. Physical Asset 
a. Housing conditions  
  Own  Rented / Shared   
  Borehole / water tap  Hut  Thatched roof  Tiled  Concrete  
b. Main Household Appliances 
  TV   Gas Stove Grinder  Fridge Washing Machine Air condition 
c. Transport equipment 
  Motorbike  Bicycle  Car 
d. Production tools 
  Plough  Threshing machine   Oxcart  
 
III Income (in 2009) 
a. Agriculture 
1. Crops 
                                                     
82 School, Church, Trade Group, Union, Association, Women’s Union, Farmer’s Union, are common mass organisations 
in India.  Membership of organisations is used as a proxy for the social capital of households. 
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Crops Income annual estimated 
Paddy /  rice  
 Single crop  
 Double crop  
Ground nuts  
Flower cultivation  
Tapioca  
Plantation tree/ banana trees  
Vegetables  
Coconut trees  
 
2. Animal Husbandry 
Types of Animals Income Annual estimate 
Cattle  
  
Pigs  
  
Poultry  
  
  
Other  
  
Total 
 
 
b. Off-farm Activities 
Sources Estimated Income (Indian Rs) 
Handicraft  
Trading / services  
Waged employment  
Social allowance  
Others (e.g., remittances)  
Total  
 
III. Expenditure (in 1st half of 2010) 
Crops Expenditure Annual  
Paddy / rice  
Single crop  
Double crop  
Groundnut  
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Flower cultivation  
Tapioca  
Plantation trees / Banana trees  
Vegetables  
 
a. Household expenses (Indian Rs) 
Item Expenditure 
Food  
Clothes  
Education  
Health  
Entertainment  
Social events (e.g., wedding, funeral, religious festivals)  
Other  
  
Total  
 
 
b. Adversity 
In the last 12 months did you suffer from any financial adversity / challenge (e.g., severe illness, robbery, family death, 
fire, drought, flood, job loss, business failure, etc.)?   Yes  No 
If “Yes”, what were they? ________________________________________________________________________________________  
 ____________________________________________________________________________________________________________  
 
V. Finance 
1. Have you ever borrowed (with interest) from any source since 2007?  Yes  No 
If “No”, what are the reasons? 
  Afraid cannot repay   No collateral   No need   Interest rates too high 
  Other (Specify) _________________________________________________________________________________________  
If “No”, how do you manage to meet your financial needs? 
  Sell asset   Sell farm products  Borrow from friends / relatives  
 Other (specify) ____________________________________________________________________________________________  
If ‘Yes’: 
How many times did you borrow? __________________ Total amount borrowed? _____________________________________  
Total outstanding as at 30.6.2010? ____________________________________________________________________________  
 
What are the main reasons for borrowing? 
  Investment  Building houses  Purchase food   Buy asset Basic needs 
  Other (Specify) _________________________________________________________________________________________  
2. Have you been able to save some money in 2009?  Yes  No 
If “Yes”, what is the main purpose of saving? 
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  Smooth consumption  Accumulate for investment  Buffer against adversity (shocks) 
  Other (Specify) _________________________________________________________________________________________  
If “No”, what are the reasons? 
  Too poor  No regular cash income  No saving deposit service 
  Other (Specify) _________________________________________________________________________________________  
General characteristics and awareness of clients on microfinance services 
1. How long have you been participating in the SHG (years/months)? ___________________________________________________  
2. Do you know who are eligible to participate in the program?  Yes  No 
 If “Yes”, specify: 
  Women  The poor  Anyone   Other _______________________________________________________   
3. Since joining the SHG, have you participated in any training?  Yes  No 
If “Yes”, what types of training? 
 Credit and Saving  Production techniques   Other ______________________________________________  
 If “No”, why not? 
  MF did not organise any training  Too busy  Training is not useful 
  Other _________________________________________________________________________________________________   
4. What are your main expectations when participating in the SHG? 
  Improved income  Learn new production skills  Other ______________________________________________  
  ________________________________________________________________________________________________________  
5. Have your expectations have been fulfilled?  yes    No 
If “Yes”, what services from the MFI/SHG benefitted you the most?  Credit   Saving Training  Other __________________  
6. Are there any restrictions on the purpose of loans from the SHG?   Yes  No 
If “Yes”, do you think the restriction is appropriate?  Yes   No  
7. In practice, besides the investment, do you need credit for other purposes?  Yes   No 
If “Yes”, what are the most common needs?   Education   Health  Food 
 Other _________________________________________________________________________________________________  
8. If SHG loans only allow investment, which loan sources do you use for other purposes? 
  Moneylenders  Relatives / friends  Banks  Sell farm products  Sell asset 
 Other _________________________________________________________________________________________________  
9. How many times have you borrowed in 2009? ___________________________________________________________________  
10. What was your total current outstanding loan as at 30.6.2010? ______________________________________________________  
11. On which areas did you spend the loan funds from the SHG program? 
  Animal Husbandry  Crops  Off-farm production activities  Food 
  Education  Health  Other consumption ___________________________________________________  
12. What amount if any, has been overdue for at least 3 months, which you have not paid? ___________________________________  
13. Do you save every month since joining the MF program?   Yes   No  Only some months 
If “Yes”, how much have you saved since 2007?   ____________________________________________________________  
14. Have you ever withdrawn your savings’?  Yes   No 
If “Yes”, what for?  Emergency spending   Investment  Other ______________________________________   
If “No”, why?  The SHG rules do not allow   No need yet  Have not saved much  
 Other _________________________________________________________________________________________________  
15. On average, how long does it take to get loan approval (days)?____________________________________ __________________  
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16. How long do you spend in weekly SHG meetings and travel time (hours)?_______Meetings __________ Travel 
time 
17. If you could not have accessed loan funds from the SHG program, what would you have done? 
  Borrowed from moneylenders  Borrowed from friends  missed out on the investment       
Other    
  ________________________________________________________________________________________________________  
General evaluation of clients on microfinance programs 
18. What do you like most about SHG? 
  Simple and quick procedure  Reasonable interest rate  Instalment payment   
       Savings program 
 Group support    Learn new skills   Help to get out of debt   Other 
 ________________________________________________________________________________________________________  
19. What do you dislike the most about SHG? 
  Small loan size  High interest rate  Compulsory saving   Instalment payment 
  Restriction of loan purposes  Co-responsibilities among group members 
 Other (specify) __________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
20. What do you think needs improvement regarding your SHG? 
  Bigger loan size  Multi-purpose loans                             Lower interest rate_____  Flexible repayment   schedule 
 Other (specify) __________________________________________________________________________________________  
  ________________________________________________________________________________________________________  
21.  Do you trust all the members of your SHG? ______________________________________________________________________  
 Explain please. ____________________________________________________________________________________________  
 _______________________________________________________________________________________________________   
 
22. Have you performed a favour for another SHG member? What was it? Please explain  ____________________________________  
 _______________________________________________________________________________________________________  
 
23. Was that favour repaid? How?  ________________________________________________________________________________   ______________________________________________________________________ 
 _______________________________________________________________________________________________________  
 
24. Do you feel included in all activities of your SHG? Please explain. _____________________________________________________  
 _______________________________________________________________________________________________________  
 
25. Can you tell me what you have learned during the SHG meetings? ____________________________________________________  
 _______________________________________________________________________________________________________    
 
26. Does your SHG work together on community projects?  Please explain. ________________________________________________  
 _______________________________________________________________________________________________________   
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 Appendix I  Non SHG members interview document 
 
This instrument was designed for non-members of SHGs who were identified by the BDO 
and who were interviewed in the village by the social workers. 
   
1. What are the main reasons that you have not been a member of the SHG?  
  Not eligible  No SHG program in the area  SHG is not suited to my financial needs 
  Not invited 
 Others (specify) _________________________________________________________________________________________  
2. Without being a SHG member, how do you satisfy your financial needs? 
  Moneylender  Friends / relatives  ROSCA  Banks  Sell assets Sell farm products 
 Others (specify) _________________________________________________________________________________________  
3. Total of outstanding loans? ____________________________________________________________________________________  
4. What did you borrow for?  Production   Education  Health  Other ________________________________  
 5. Without saving services from MF, how do you save? 
  ROSCA  Banks  Saving box  No saving  Other ________________________________________  
6. Have you ever missed an investment opportunity because of lack of money in hand?  Yes   
     No 
7. If you are eligible and SHGs are available in your area, are you interested in participating in a                 
 SHG?  Yes   No 
If “Yes”,  why?  Quick and simple services Reasonable interest rate Business training Support of friends 
 Other  ________________________________________________________________________________________________  
 
If “No”, why not?  Require saving before loan  Small loan  Repayment start too soononly for 
elites 
 Other  ________________________________________________________________________________________________  
8. Are you eligible to join a SHG in this area? 
  yes  no  Don’t know   If No, Please explain. 
 Other (specify) __________________________________________________________________________________________  
  ________________________________________________________________________________________________________  
9. Do you know of any reason to dislike the SHG? 
  Small loan size  High interest rate  Compulsory saving  Instalment payment   
  Restriction of loan purposes   Co-responsibilities among group members  Don’t know 
 Others (specify) _________________________________________________________________________________________  
10. If something needs to change in SHGs to serve the poor better, what do you suggest? 
  Bigger loan size  Lower interest rate  Flexible repayment schedule 
  Open the service to wider range of clients   More types of loans and services 
  Don’t know 
 Others (specify) _________________________________________________________________________________________  
 ________________________________________________________________________________________________________  
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Appendix J List of research team members and interviewers 
 
Team 
member no 
Name of Team members Qualification University 
1 Mr. Benjamin Dhaya MA, MSW, MBA      Annamalai 
2 Dr. S. Johnson Raj. Phd (Social Work) MSW, MA, M.Phil.      Loyola College, Chennai. 
3 Mr. N. Ravi BA (History), MA (History) , MSW     Madurai Kamaraj, Madurai 
4 Ms. R. Hena Melya BSc (Microbiology), MSW, MBA (HRM)      Barathidhasan, Trichy 
5 Ms. P. Vanitha BSc (Zoology), MSW      Manonmaniam, Tirunelveli 
6 Ms. Jency Christudas BA ( Malayalam literature), MSW      Manonmaniam, Tirunelveli 
7 Ms. T. Pramila  BA (Tamil literature), MSW      Manonmaniam, Tirunelveli 
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Appendix K Data collection chronology 
 
Day Number Location Activity Person involved Comments 
     1    4/10/10 Nagercoil Briefing  testing of 
translated forms  
Pilot test forms in two 
SHGs. 
Researcher and team 
members 
SHGs located in rural area 
close to Nagercoil 
     2    5/10/10 Trivinilli District Interview 1st CEO, 
Panchayat president, and 
BDO. 
Conduct 2 SHG meetings 
and interview 14 SHG 
members and 6 non 
members 
Researcher 
 
 
 
Social workers 
 
 
Debriefing undertaken in 
morning regarding pilot 
program. 
     3    6/10/10 Trivinilli District Interview  2nd CEO,  
Panchayat president, and 
2 BDOs. 
Conduct 2 SHG meetings 
and interview 8 SHG 
members and 4 non 
members 
Researcher 
 
 
Social workers 
Debriefing undertaken in 
morning regarding 
interviews undertaken on 
5/10/10.  
     4    7/10/10 Kanyakumari District Interview 3rd CEO,  
Panchayat president. 
Conduct 2 SHG meetings 
and interview 8 SHG 
members and 1 non 
member.  
Researcher 
 
Social workers 
 
     5    8/10/10 Nagercoil  Translate data, provide 
feedback and debriefing. 
 
Social workers and 
researcher 
 
 
     6   9/10/10 Nagercoil Day spent debriefing and 
translating interviews in 
addition to transcribing 
translations 
Researcher 
Social  workers 
 
     7    10/10/10 
 
Nagercoil Assess progress and 
debrief with team leaders 
Researcher  
     8    11/10/10 Kanyakumari District Visit Kamaneri village and 
interview 24 non SHG 
members 
Social workers  
     9    12/10/10 Kanyakumari District Interview  4th CEO, 
Panchayat president, and  
BDO. 
Conduct 2 SHG meetings 
and interview 8 SHG 
members and 8 non 
members 
Researcher 
 
Social workers 
 
     10   13/10/10 Kanyakumari District Interview 5th CEO, and 2 
BDOs. 
Conduct 2 SHG meetings 
and interview 8 SHG 
members and 3 non 
members 
Researcher 
 
Social workers 
 
     11    14/10/10 Kanyakumari District Interview 6th CEO, 
Panchayat president, and  
BDO. 
Conduct 2 SHG meetings 
and interview 8 SHG 
members and 8 non 
members 
Researcher 
 
Social workers 
 
     12    15/10/10 Nagercoil Debriefing,  translation 
and transcribing data 
Team  
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Appendix L Tables 
 
 
Table: Levels of Government in India 
Central government 
State government – 28 states plus 7 territories within India 
District-level administration – 626 districts cover all states 
Block-level administration   – a small number of blocks in one district 
Panchayat-level administration – several panchayats within one block 
Village administration – numerous villages within one panchayat 
 
 
 
 
Table: Caste breakdown of self-help group individual interviewee sample83 
Caste Frequency Percentage 
Scheduled caste 
Scheduled tribe 
Backward caste 
Most backward caste 
Total 
5 
1 
40 
9 
55 
9.1 
1.8 
72.7 
16.4 
100 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                     
83 SHG members were selected by social workers for individual interview from the focus group on the basis of willingness and having time available 
for the interview without the need to return to work or other duties. Refer to Section 5.6.1.4. 
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Appendix M Community development activities of SHG members 
 
Construction activities: 
Construct and repair drainage in villages 
Public toilet construction and cleaning toilets for community (4) 
Undertake road maintenance (3) 
Construction of village crèche (2) and other community buildings (2) 
Construction of bus waiting shelter 
 
Advocacy activities: 
Negotiate supply of water supply to villages (5) 
Negotiate provision of electricity to village  
Arrange installation of street lights in villages (3) 
Negotiate for provision of public transport to villages (2) 
Arrange for sub-branch of ration shop to be located in village 
Arrange community petitions to BDO and EPL for government services to be provided to villages 
Prevention of pledging of ration cards to moneylenders 
 
Health activities: 
Prevention of flow of hospital waste into and through village 
Cleaning of public places in villages 
Undertake or arrange for public health promotion campaigns including HIV awareness 
Arrange for medical support for sick villagers 
 
Welfare activities: 
Donations for church construction 
Closure of wine shop in village and prevention of manufacture of illegal liquor 
Disaster assistance for tsunami victims 
Welfare support for HIV/Aids affected community members and families 
Supply financial support for fatherless children 
Brought unschooled children into local school system 
Adopted orphans and paid for their education (4) 
Provide prizes for school children on special celebration days 
Advocate for poor or abandoned families 
Intervention in cases of excessive wife beating 
 
 
NB: Where these activities have happened on multiple occasions or in multiple locations, the  
total number of times is indicated in brackets. 
 
